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ROM the small beginnings of the 
1750’s the mutual structure has wid- 
ened and deepened and grown to a mighty 
force in the business life of America. 
In every field of insurance the mutual 


Premiums 
1914 $18,932.72 
1930 $4,037,351.97 
1931 $4,603,911.98 
1932 $4,663 ,210.94 
1933 $4,810,637.44 








GROWTH 


GROWTH AT STEVENS POINT 


Assets Surplus 
$12,549.26 $2,811.05 
$4,03 1,265.68 $687,988.26 
$4,702,134.62 $859,801.84 
$4,938,555.18 $903,993.81 
$5,346,185.72 $1,000,762.26 


(As filed with the New York Insurance Department) 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


plan forges ahead yearly, always onward 
and upward to greater heights. 

This vigorous development clearly re- 
flects the fundamental soundness of mu- 
tual principles and operation. 
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THIS MONTH 


THe Journal finds itself this month, 
by force of circumstances, with a 
sheaf of pages devoted to rather 
lengthy discussions of legal and tech- 
nical themes. It seemed necessary that 
we present to many subscribers who are 
especially interested in mutual insur- 
ance on public property, a comprehen- 
sive article on the subject as viewed 
from the constitutionality standpoint. 
lf it is slow reading at some points the 
reason is that we wished to leave no 
stone unturned, even though at the 
very bottom of the subject. After all, 
itis not as formidable as it first appears 
—and the portion dealing with high 
finance in the early days of the nation 
has elements even of romance. ® Of 
practical interest is the article by 
Mr. Betterley on "What the Insurance 
Buyer Expects of His Agent.'' Good 
observation and good advice in his 
comment and nearly everybody in the 
selling field can profit by it. © With 
the idea that in the future we shall 
avoid in our pages extended argu- 
ments with individuals, we close the 
"Hassinger incident" by publishing a 
certain manuscript sent in, at our in- 
vitation, by Mr. Follett L. Greeno, 
together with our thoughts on the 
matter. This will arrest attention even 
though, of a verity, much of the entire 
discussion has been printed before. 


NEXT MONTH 


Look for some very readable things 
of interest to our farmer friends, to 
those who like the actuarial side of 
underwriting, and to those who enjoy 
most to browse around in miscellaneous 
fields of insurance. 
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CHARLES H. GRAFF 


Acting Commissioner of Insurance 
State of Pennsylvania 


R. GRAFF was, for many years, a deputy in the Pennsylvania Department 

in charge of important activities, and thus has an exceptionally practical 
background for his work as Acting Commissioner. He is a thorough student of 
insurance, a vigorous official, decisive but fair-minded in his judgments, genial 
but determined to place insurance regulation in his state on the highest possible 
plane. His knowledge of the business is supplemented by his wide acquaint- 
ance among the insurance fraternity in connection with his constant attendance 
at the meetings of the National Convention of Insurance Commissioners. 
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N an earlier and better day, before we had attained 

the ripe age of six, we turned aside the shouted 

threats of our childhood rivals with the rhyme, 
“Sticks and stones may break my bones, but words will 
never hurt me.” The temptation to chant the same re- 
frain at the stock company agents and executives who 
spout effortlessly on mutual competition becomes very 
strong when we review the record of 
the mutual companies during 1933, as 
reported in the latest edition of “Mu- 
tual Companies in the United States.” 
It discloses that the advance of the mu- 
tual companies has speeded up, rather 
than slowed down. In spite of the 
earnest efforts of self-appointed ex- 
perts to teach an infallible method of 
meeting mutual competition, and in the 
face of a barrage of thousands of 
words, the public continued to swing 
toward mutual insurance. 

As a general rule there is nothing more wearisome 
than a long succession of statistics, particularly when the 
totals are of a size far outside the ordinary experience 
of the average man. To those who appreciate their sig- 
nificance, however, the data on the forward march of the 
mutual fire and casualty companies in the 1934 Direc- 
tory presents a thrilling and triumphant story. It is a 
record of achievement in the face of heavy odds, of 
progress forward when our competitors are still in re- 
treat. In these percentages and totals we read of busi- 
ness victories won, of thousands of men laboring suc- 
cessfully to bring the benefits of mutual insurance to the 
American public. Who said statistics were dry ? 

First of all, the mutual fire and casualty companies had 
a combined premium income during 1933 of $224,492,- 
847. This was $2,052,770 more than the mutual premi- 
ums in 1932. For the mutual companies therefore, 1933 
marked the turning point of the depression and the de- 
cline in premiums which started in 1931 came to an end. 
The showing of the mutual companies is even more fav- 
orable when it is realized that the best the stock compa- 
nies could do in 1933 was to slow up the decline which 
has been in process since 1929, and that in both the fire 
and casualty fields the stock companies had a lower 
premium volume in 1933 than in the previous year. 

The data on mutual fire insurance is extremely inter- 
esting. In 1933, 2,415 companies reported premiums 


written of $126,066,331. This compares with the $130,- 


@ AN INTERESTING 
@® CHAPTER IN 


081,255 written by 2,438 companies in 1932. The de- 
cline in mutual fire insurance premiums of $4,014,924 
represented a drop of 3.1% from the 1932 figures. This 
small reduction in volume, when measured against the 
stock company decline of 8.6%, represents a very credit- 
able showing. 

For the first time data has been compiled on the loss 
experience of the mutual companies. All of the compa- 
nies together paid losses of $52,952,361. This was 42% 
of their total premiums written. It should be remem- 
bered that this includes data on all of the farm mutuals, 
where the loss ratio from the very method of operation 
is much higher than that of the advance premium com- 
panies, because the cost is so much lower and it is im- 
possible to project the figures to the level of rates charged 
by other types of carriers for the same kind of risks. 
It is interesting to note that the stock fire insurance com- 
panies had a loss ratio, on the basis of losses paid to 
premiums written, of 46.3%, so that even including the 
figures of the farm companies the mutuals are still slight- 
ly in the lead. If it were possible to project the figures 
of the farm companies there would be a considerable 
difference. 

We have published, also for the first time, data on 
the assets and surplus of the mutual companies, giving 
the total figures by states. The mutual fire insurance 
companies had a total of $265,392,405 in assets, of which 
$149,346,140 was surplus. The mutual fire instirance 
companies thus had a surplus which amounted to 56.3% 
of their assets, a truly amazing showing. This may be 
better realized when it is known that the stock fire in- 
surance companies, 
long pointed out as 
models of financial 
stability, have a sur- 
plus which is only 
33.3% of their assets, 

even = including 


N S U RAN C E mene of the stock 
PROGRESS 


companies, the com- 
bined capital and sur- 
plus is only 50.3% of 
their total assets. 
Equally impressive is 
the fact that the mutual companies have $1.18 in surplus 
for every dollar of premiums written, while the stock 
companies had only $1.04 in surplus for every dollar of 
premiums written. 

The summary tables, showing the distribution by states 
of mutual fire insurance, bring out many interesting 
facts. For example, Wisconsin leads in the number of 
mutual fire insurance companies with 252, closely fol- 
lowed by Pennsylvania with 251, Illinois with 245, Towa 
with 184, and Minnesota with 179. The mutual plan of 
insurance seems to be deeply rooted in the Middle West 
since Illinois, Iowa, Minnesota, Missouri, Ohio and Wis- 
consin all have over one hundred mutual fire insurance 
companies. It is interesting to note that states with a 
small number of mutuals organized within their bound- 
aries lead in the amount of business transacted. Massa 
chusetts with forty companies and a premium volume of 
$19,128,868 leads all of the other states, while the 19 
companies in Rhode Island, with their combined premium 
volume of $12,450,436 are second. In combined assets 
the Massachusetts companies also top all other states with 
over $47,000,000, closely followed by Pennsylvania and 
Rhode Island. In surplus the Pennsylvania companies 


have a small lead with $28,900,000, as compared with 
$26,672,000 for the companies of Massachusetts, and 
$19,147,000 for those of Rhode Island. 

Creditable as the record of the mutual fire insurance 
companies was in 1933, it is surpassed by that of the 
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mutual casualty companies, for they 
show an increase of $6,067,694 in 
premium volume over the previous 
year and they now have a combined 
premium volume of $98,426,516. 
This showing becomes all the more 
remarkable when it is realized that 
the stock casualty companies had a 
decline of 5.2% in their premium 
volume in 1933. This would seem 
to demonstrate beyond doubt that 
there is a decided public trend to- 
ward the mutual form of casualty in- 
surance, owing to an increasing recog- 
nition of the soundness, loss paying 
ability and superior service, of the 
mutual casualty carriers, and the sav- 
ings they afford the policyholders. 
ee @ 

HE mutual underwriters proved 

that it is possible to secure bet- 
ter results in the casualty as well as 
in the fire field, since the loss ratio 
of the mutual companies on the basis 
of losses paid to premiums written 
was 47.2% as compared with the 
stock casualty loss ratio on the same 
basis, of 53.1%. It is interesting to 
note that there is a larger spread be- 
tween the loss ratio of the mutual 
and stock companies in the field of 
casualty than there is in fire. This 
may be partially explained by the fact 
that in 1933 the country enjoyed a 
remarkably low fire loss ratio, due to 
a decrease in moral hazard which 
was obviously of greater advantage 
to the stock than to the mutual com- 
panies. 

When the figures on the assets and 
surplus of the mutual casualty com- 
panies are examined, it is discovered 
they have $163,606,130 in assets and 
$42,878,825 in surplus. The surplus 
of the mutual companies was 26.2% 
of their assets, while the surplus of 
the stock casualty companies was 
only 7.7% of their assets and the 
combined capital and surplus of the 
stock companies was only 14.5% of 
the total assets. The same superior- 
ity of the mutual companies is mani- 
fest when a study is made of the ratio 
of surplus held to premiums written, 
since the mutual companies had 43c 
in surplus for every dollar of premi- 
ums written in 1933, while the stock 
companies only had 30c in surplus 
for every dollar of premium written. 

This is the record of 1933 in the 
fields of fire and casualty insurance. 
It shows that the mutual companies 
are continuing to make steady prog- 
ress and that each year they are en- 
joying wider public acceptance and 
they have a larger share of the total 
premium volume. Year by year, too, 
the trend is accelerating and the mu- 
tual companies made greater strides 
in 1933 than in previous years. From 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Courses In Insurance 


THE INSURANCE INSTITUTE OF 
\MERICA, WHICH FOR MORE THAN 
twenty-five years has been engaged 
in presenting educational courses in 
all branches of insurance, is to begin 
another session the latter part of 
October. Anyone in the business of 
insurance may enroll. 

There are three study plans, which 
include instructions in classes, reading 
courses, and correspondence courses. 
The fee is nominal in each case. 

The subjects to be studied include 
casualty insurance, fire insurance, in- 
land marine insurance, life insurance, 
ocean marine insurance, and surety- 
ship. The Institute also announces 
that it is always glad to assist indi- 
viduals in their insurance studies, and 
to aid groups in forming study 
classes. Information as to the work 
of the Institute may be had by ad- 
dressing E. R. Hardy, Secretary- 
Treasurer, Insurance Institute of 
America, 80 John Street, New York, 
N.Y. 

















Rules for Mutuals 


ATTORNEY GENERAL A, P. STAPLES 
OF VIRGINIA, HAS JUST MADE PUBLIC 
an opinion of the holding that, under 
the laws of Virginia, governmental 
agencies and municipal corporations 
are permitted to contract for insur- 
ance with mutual companies, provided 
the liability of the policyholder is 
limited to an assessment not in excess 
of the cash premium. 

Governmental agencies and muni- 
cipal corporations are not permitted, 
he said, to take out insurance with 
mutual companies whose policies pro- 
vide for an unlimited assessment on 
each member to pay the losses of 
other members, as such contracts de- 
pend primarily upon the “credit” of 
the members. 

The contracts held permissible do 
not involve the granting of credit to 
a mutual company, the Attorney 
General said, adding that, if the credit 
of a public corporation is used to pur- 
chase the policy in which the liability 
of the policyholders definitely is lim- 




















-ited, ‘‘such credit is not granted but 
is used to purchase insurance protec- 
tion. It is part of the consideration 
of premium exacted of the policy- 
holder.” 

e® @ ®@ 


Kansas Mutuals 


Plan Convention 


THE ANNUAL CONVENTION OF THE 
KANSAS STATE ASSOCIATION OF MU- 
tual Insurance Companies will be held 
at Columbus, Kansas, during fire pre- 
vention week, October 10 and 11. 
Outstanding speakers on the program 
will be Commissioner C. F. Hobbs, 
of Kansas; H. P. Cooper, secretary 
of the National Association of Mutual 
Insurance Companies, Indianapolis ; 
Chief Engineer E. J. Stewart of the 
Kansas Inspection Bureau, and A. 
W. Logan, head of the department of 
Inspections and Registrations, To- 
peka. 

Other speakers and their subjects 
are: Psychology of loss Adjust- 
ments, R. C. Beard, McPherson; 
“Underwriting the Wind Risks,’’ 
Curtis Collins, Belleville; “Self In- 
spection Possibilities,” F. C. Barlow, 
Wellington; “Advantages of Uni- 
formity,” W. J. Spencer, Salina; and 
T. J. Olson, Chapman; “Need of 
Higher Agency Qualifications,” A. C. 
Hale, McPherson; “Adequate linan- 
cial Standards in Reserve Require- 
ments,” P. W. Bartsch, Newton. 

Officers are: President, J. M. 
Forbes, Columbus; vice-president, 
EK. J. Smalley, Topeka; secretary- 
treasurer, H. J. Ferguson, McPher- 
son. 


CASUALITY 
NEWS © «e 


Wisconsin Compensation 
Rates Increased 


WISCONSIN RATES ON WORKMEN’S 
COMPENSATION INSURANCE WILL BE 
increased 5%, according to a recent 
ruling by Commissioner Mortensen in 
response to the petition of the Wis- 
consin Compensation Rating & In- 
spection Bureau asking an increase 
of 14.9%. He denied by implication, 
the request of the Bureau for a 5.6% 
increase and its request for a loss 
constant to be applied on risks involv- 
ing premiums of $400 a year or less. 
The contingent increase of 8.8% 
which the Rating Bureau also desired 
to place in force in case of emergency 
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losses also was denied. The new rates 
are effective November 1, applying 
both to stock companies and mutuals. 
Mr. Mortensen stated that a peti- 
tion from the Bureau for a level 
increase of not over 5% will be en- 
tertained. He said that analysis of 
experience for policy years 1930, 
1931 and 1932 indicate that contin- 
gent stability and solvency of com- 
panies writing compensation in Wis- 
consin warrant such an increase to 
conform with actual loss cost and 
administrative expense. 
ee @ 
Compensation Board 


of Kentucky 

THE KENTUCKY WORKMEN’S COM- 
PENSATION BOARD HAS CHOSEN B. P. 
Petrie of Elkton as chairman for the 
rest of the term. He succeeds H. B. 
Miller of Lexington who remains as 
a member of the Board. D. M. 
Howerton of Ashland was the first 
chairman of the present board. The 
three members decided at the start 
of their terms to alternate as chair- 
man. 

ee @ 


Adopt Unit System 


THE NATIONAL COUNCIL ON COM- 
PENSATION INSURANCE HAS APPROVED 
the use of the unit system of com- 
piling compensation experience for 
submission in a number of states. The 
system is already employed in New 
York, Massachusetts, Virginia, Geor- 
gia, and North Carolina, and it is now 
planned to extend it. 

Under the unit system, individual 
reports are made by the company to 
the rating authorities on each and 
every risk, showing the payrolls and 
premiums by classification and then 
the itemized list of losses. From these 
tabulations, the rate-making body 
compiles the Schedule Z experience 
of all companies combined. The other 
method was for each company to 
compile its own Schedule Z experi- 
ence, Schedule Z being a division of 
industries according to the Manual. 

ee @ 


Michigan Comp. Bureau 

THE MICHIGAN COMPENSATION 
RATING BUREAU IS EXPECTED TO 
assume jurisdiction over all policies 
written to provide coverage which 
become effective on or after October 
Ist. Information concerning it has 
been sent to companies doing busi- 
ness in Michigan by W. F. Roeber, 
General Manager of the National 
Council on Compensation Insurance. 
It will operate under the Council’s 
“Standard Administrative Rules and 
Procedure,” such as is used in its 
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District of Columbia and Southwest- 
ern bureaus. 
ee @ 


Commissioner Boney Rules 
Against Equity Rates 


COMMISSIONER BONEY OF NORTH 


CAROLINA HAS ADVISED THE NATIONAL 
Bureau of Casualty and Surety Un- 
derwriters that the use of equity 
rating in his state is in violation of 
the anti-discrimination laws. He 
therefore demands that the Bureau 
immediately discontinue promulgation 
of any equity rates in connection with 
risks located in his state. Any com- 
pany using the equity rating plan in 
North Carolina will be subject to 
severe penalties, he warns. In writing 
to I. I. Robinson, secretary of the 
National DBureau of Casualty and 
Surety Underwriters, Commissioner 
Loney stated : 

“T was very much surprised to learn 
from your letter of September 15 that 
the National Bureau has promulgated 
so-called equity rates in this state. 
When this plan was first devised by 
the National Bureau, the Bureau was 
immediately advised by this depart- 
ment that the equity rating plan would 
not be approved in this state and no 
such plan has been filed as required 
by our laws.” 

ee @ 


Safety Lanes 


THE FOLLOWING EDITORIAL FROM 
THE CHICAGO TRIBUNE SUGGESTS AN 
activity which insurance companies 
might well sponsor in various cities. 

“The free automobile inspection 
service being rendered by The Tribune 
on East Ontario street has disclosed 
two facts long suspected about the 
automobile business in the United 
States. One is that the quest for 
speed and power has retarded the pur- 
suit of safety. The other is that the 
modern service man is about as effi- 
cient as the blacksmith mechanic was 
in the goggle and dust coat days of 
motoring. 

“Forty per cent of the vehicles 
taken through the safety lane were 
found to have mechanical defects 
which made them unsafe to drive. 
Bad brakes and improper wheel align- 
ments were the major faults dis- 
covered, and these were as numerous 
on new cars as on old. It was appar- 
ent that motors had been improved 
tremendously, while brakes, which be- 
come progressively valuable as speed 
and acceleration increase, had been 
neglected. 

“More startling was the discovery 
that 50 per cent of the automobiles re- 
fused certificates were found unsafe 
on their second trip through the lane. 
This meant that mechanics had been 
unable to right defects specifically 
pointed out to them. 

“These are obviously two of the 
causes for the increase in traffic acci- 
dents and deaths. The manufacturer 
holds the remedy for both. He can 


devote more time to the improvement 
of brakes and other safety factors and 
he can sponsor reliable service stations 








with properly trained mechanics. The 
motorist, too, can cooperate by check 
ing his car on safety lanes where they 
are available, and by demanding their 
erection, either by the community or 
by a safety minded organization, 
where they are not.” 


Revise New York Auto Rates 


REVISED AUTOMOBILE BODILY IN 
JURY AND PROPERTY DAMAGE INSUR- 
ance rates for private passenger cars 
and Commerc ial vehicles have been 
approved by George S. Van Schaick, 
Superintendent of Insurance, effective 
throughout New York State October 
Ist. The new schedule is the result 
of negotiations between the Insurance 
Department and the National Bureau 
of Casualty & Surety Underwriters, 
acting for the stock companies, and 
the Mutual Casualty Insurance Rat- 
ing bureau, representing the mutual 
carriers. This revision is the first 
state-wide one since March Ist, 1932. 

There are decreases and increases 
from the old rates. The official an- 
nouncement of the new rates by the 
Insurance Department says : 

“Purchasers of automobile insur 
ince in New York State will benefit 

by a saving of more than $2,000,000 a 

year es the result of the new rates 

approved by Superintendent of Insur- 
ance George S. Van Schaick.” 


FIRE | 
NEWS 


Companies Change Position 
On Separation 


THE EASTERN UNDERWRITERS ASSO 
CIATION MATERIALLY CIIANGED ITS 
plans for separation at the meeting 
held in New York on September 12th. 
At that time, the Executive Com 
mittee was instructed to prepare a 
constitutional amendment to provide 
that the status of agencies in ac- 
cepted areas, other than New York 
City and New York suburban, be 
fixed as of July Ist, 1934. This 
means that after July Ist no excepted 
city agency, which is mixed, may 
accept representation of any addi 
tional non-association company, and 
no non-association agency may be en 
tered by an association company. 

This plan, suggested in the interest 
of the peace, represents a decided re 
treat by the organization companies 
from the position which they at first 
assumed. There is some doubt as to 
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whether the companies will be able 
to keep the agents in line even to this 
extent, as the agents may still refuse 
to be dictated to as to the companies 
in their office. 

The entire separation campaign 
seems to be ending in a victory for the 
non-affiliated companies. 





D. F. RAIHLE 


Advertising Manager, Federal Hardware and 
Implement Mutuals, Minneapolis, and 
Winner of High Award. 


Wins Advertising Award 


\DVERTISING USED BY THE FEDERAL 
HARDWARE AND IMPLEMENT MU- 
tuals of Minneapolis has won high 
ranking for the leaders’ exhibit at 
the Direct Mail Advertising Associa- 
tion Convention in Boston, Each year 
the advertising used by companies 
from coast to coast ins the United 
States and Canada is entered for 
judging at this exhibit. 

D. I. Raihle, advertising manager 
for the Federal Hardware and Imple- 
ment Mutuals, Minneapolis, won 
recognition in the Leaders’ exhibit 
this year for the second time. 

He was on the program of the con 
vention for an address on the sub- 
ject of “Current [experiences with 
Sales Letters.” 


Fire Losses Still Low 


FIRE LOSSES IN THE UNITED STATES 
IN AUGUST AMOUNTED TO $19,613,- 
146.00, according to figures released 
by the National Board of Fire Under- 
writers. This is a reduction of $4,- 
013,359.00 from the losses of August 
1933, or 20.46%. Losses for the first 
eight months of 1934 totalled $197,- 
161,693.00, which is approximately 


$27,000,000 below those for the same 
period in 1933 and $113,000,000 be- 
low those for the same period of 
1932. 

e® e@ @ 


Morro Castle Insurance 


THE FIRE ABOARD THE MORRO CAS- 
TLE, WHICH RESULTED IN SUCH 
a heavy loss of life, will be costly to 
marine underwriters, since the vessel 
is reported to be fully insured. Hull 
insurance aggregated $5,500,000, of 
which $2,500,000 is underwritten by 
domestic companies and $3,000,000 by 
insurance companies in the London 
market. In addition to this, there 
was considerable cargo insurance 
underwritten by domestic companies. 
Of most importance to the heirs of 
those who lost their lives in the dis- 
aster is the fact that indemnity in- 
surance of over $4,600,000 is carried, 
the majority of which is underwritten 
by American companies. 


Matuals Approved for Utah 
Public Property 


PUBLIC PROPERTY IN UTAH MAY BE 
INSURED AGAINST LOSS BY FIRE IN A 
mutual company according to an 
opinion handed down by Attorney 
General Joseph Chez, The opinion 
was sought by Commissioner Smith. 

“Some insurance company,” the 
Attorney General observed, “con- 
tended that since, if it is insured in 
a mutual, a city, county or state will 
be subscribing to stock or at least 
lending its credit to a private enter- 
prise contrary to the provisions of the 
constitution.” It was held that the 
courts have frequently decided that 
“the scheme of mutual insurance does 
not fasten on to members any liability 
which a municipal corporation may 
not with reasonable safety assume.” 


Chicago Fire Premiums 


DATA RELEASED BY THE CHICAGO 
BOARD OF UNDERWRITERS SHOW THAT 
the fire insurance premiums for Cook 
County during the first half of 1934 
are approximately 11.3% higher than 
for the same period of 1933. This 
increase, together with the increase 
in premiums in New York previously 
reported, would apparently indicate 
that there has been an increase of 
approximately 10% country wide in 
premiums during the first half of 
1934. 


MORE NOTES ON PAGE 24 
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1—Victory Drive, Palm Lined Avenue to Savannah Beach 
2—Motoring a Delight Around Savannah 


3—-The Mall, Chatham Crescent 


4—White Bluff Road, Oaks Festooned with Spanish Moss 


SAVANNAH TO BE HOST 
TO MUTUALS FOR 
CONVENTION, NOV. 12th--15th 


NLY about a month now un- 
Oi the Savannah convention of 

the Mutuals, and it’s high time 
to be making definite plans for the 
trip. A special train is being ar- 
ranged to start from Chicago and go 
by way of Indianapolis and Cincin- 
nati and then proceed through the 
famous scenic country of the Cum- 
erland, the Great Smoky, and the 
Blue Ridge mountains, and _ finally 
across Georgia from Atlanta to the 
sea. 

As to the convention itself, the 
program is now in the making, and 
we expect to print it in next month’s 
Journal. Addresses of outstanding 


importance are already on the list, 
and acceptances are coming in every 
day. The sessions, in view of the 
subjects to be considered, should be 
beyond question the most interesting 
in years. It is generally conceded by 
mutual men that this annual meeting 
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is of untold value in 
forming acquaint- 
ances, and in gather- 
ing information 
which is often vital to success—and 
the proceedings at Savannah may 
well have a significant effect on mu 
tual affairs during 1935. 

But, for the moment, let us turn 
from business matters to an estimate 
of the entertainment features of the 
occasion. Last month we spoke not 
so much about specific sights to be 
seen in Savannah as we did about the 
city’s historic background. We also 
pointed out that all along the way to 
and from the convention are points of 
interest whose contemplation would 
please even a well-seasoned traveler. 

Without being guide-bookish, it 
might be profitable to chat for a bit 
about some of the amusing and amaz- 
ing spots that grace Georgia’s charm- 


ing birth city. 








HOSE interested in the sea will 

surely plan to make a special pil- 
grimage to the city hall, at the north 
end of Bull street and just south of 
the Savannah river, where there is 
displayed a model of the first steam- 
ship to cross the Atlantic. This vessel, 
as we mentioned last month, sailed in 
1819 for Liverpool, and, as we didn’t 
mention last month, took thirty days 
in crossing. Should anyone care to 
make the same voyage after attend- 
ing this convention, the opportunity 
is open, and it wouldn’t take one- 
third as long. 

Bull street, by the bye, was named 
not in honor of any magnificent bo- 
vinic animal, as New York’s Broad- 
way was named after a wide lane in 
which such magnificent animals trod, 
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but for Col. William Bull, the South 
Carolina governor who laid out the 
city. 

Close by is the United States Cus- 
tom House, which marks the spot 
where John Wesley (who, as you 
know, established at Savannah the 
world’s first Sunday School) preached 
his initial sermon in America. On 
March 9th, 1861, the Confederate 
flag was raised on this building. 

Just a block west on Bay street is 
QOglethorpe’s Seat, the site where 
James Edward Oglethorpe’s tent was 
pitched in 1733, when Savannah was 
founded. 

ee @ 

NE of the numerous landscape 

surprises which make Savannah 
unique is Johnson Square (laid out 
hy Oglethorpe on February 9th, 
1733), in which General Nathaniel 
(sreene is buried. The cornerstone of 
his impressive monument was laid 
in 1825 by LaFayette. In another 
square, named for James Wright, last 
loyalist governor of Georgia, is Tomo- 
chi-chi Boulder, the monument of 
the Yamacraw chief, a friend of 
(Oglethorpe’s, who was one of the 
first Indians to be silently amazed by 
a visit to London. 

At Oglethorpe avenue and Bull 
street stands the imposing Independ- 
ent Presbyterian Church, which was 
chartered by George II in 1755, but 
not fully erected until 1819. It was 
designed by James Gibbs after St. 
Martins-in-the-Fields of London. 
Woodrow Wilson married Helen 
Axson here in 1885. 

Only two blocks distant is Chip- 
pewa Square, dating from 1815, in 
which rises Oglethorpe Monument, 
sculptured by Daniel Chester French. 
Adjacent is the Savannah theatre, 
which we called attention to last 
month as the oldest theatre in actual 
use in the United States. Now that 
would be something, wouldn’t it ?— 
to attend a show at the oldest theatre 
in the country! 

Still another square four short 
blocks away is Madison Square, 
which, despite its name, has nothing 
to do with prize fights. Here is the 
monument of Sergeant William 
Jasper, Revolutionary hero killed dur- 
ing the siege of Savannah in 1779, 
the bloodiest battle of the war. 

eee 

STONE’S throw away stands 
A the old Charles Greene mansion, 
famous as having been used by 
(seneral Sherman for headquarters in 
1865. It is amusing to discover that 
Sherman chose the mansion for his 
use before he learned that it then 
belonged to a British subject. He 
therefore found it expedient to pay 
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the owner a fair rent, in order to 
obviate international difficulties. 

Count Casimir Pulaski, Polish 
Revolutionary war hero who also was 
killed in the siege of Savannah, and 
whose memory has been honored 
within the last few years by the ap- 
pearance of a United States postage 
stamp bearing his likeness, is buried 
in Monterey Square. 

It should take you considerably less 
than an hour to see the sights men- 
tioned so far, all of which are cen- 
trally located and within walking 
distance of one another, if you’re a 
good walker, though doubtless the 
entertainment committee will arrange 
that you will see all this from a bus. 

More or less removed from the 
main stem of Bull street, from which 
we have thus far strayed but a mere 
few steps, are numerous other points 
which mutual delegates will find of 
undeniable interest. One of these is 
the Telfair Academy of Arts and 
Sciences, considered one of the coun- 
try’s outstanding museums. Stand- 
ing on the site of the mansion of the 
first governor, who was renowned 
for the table he set, it is thus well- 
located to house the replicas of early 
American kitchens that make it au- 
thoritative as a reference on anti- 
quarian domesticity. Many original 
pieces are placed herein. 

eee 
PEAKING of antiques, the town 
rejoices in an multiplicity of old- 
time shops, which are reported to be 
not too hard on the purse. Who 
knows but what the mutual conven- 
tion will be the means of depriving 
Savannah of an early sampler, a rare 
old flask, or a fine whale-oil lamp 

from a thirty-day ship? 

Those who find sentimental pleas- 
ure in reading the quaint ,inscriptions 
on ancient tombstones will not pass 
up Colonial Cemetery, where are 
buried many persons famous in the 
history of state and country. 

Around a city as interesting as 
Savannah, it is only natural that the 
outlying territory should be of equal 
charm. Thus we find that consider- 
ably removed from central Savannah 
there is a second historic cemetery, 
called Bonaventure. It rests on lands 
once belonging to the famous Tatt- 
nalls. You may still see old trees 
forming the monogram “MT,” the 
“M” standing for Mary Mulrayne 
and the “T” for Josiah Tattnall, who 
were married in 1760. 

Legend has it that the house caught 
fire one night early last century when 
there was a large dinner in progress. 
The dining table and the guests were 
moved to the lawn, together with the 
necessary chairs and buffets ; and the 





meal was finished by the light of the 
burning house, with no outward show 
of excitement on the part of either 
host or assemblage. Doubtless there 
was mutual coverage, which naturally 
would have tended to strengthen the 
serenity of those long-ago diners. 
One of the last owners of Bonaven- 
ture was Commodore Tattnall, he who 
said “Blood is thicker than water” in 
going to the assistance of the Lritish 
at the battle of Pei-ho River in China. 
ee @ 


TRIP to the South would not be 
complete for Northerners with- 
out seeing at close hand a real planta- 
tion. Savannah is favored in having 
nearby such an estate, called Worm- 
sloe Gardens, an eight hundred acre 
plantation which remains today in 
the same family to which it was 
granted in 1733. It is now being 
owned in the seventh generation. A 
few years after Georgia was founded, 
a fort was built here, the ruins of 
which remain. The gardens are among 
the most beautiful in the south, and, 
luckily, will be in their glory about 
convention time. Wormsloe gets its 
name from being used as a silk worm 
plantation ; many of the original mul- 
berry trees on which the silk worms 
fed are extant. In addition to the 
magnificant park with its camellias, 
azaleas, age-old live oaks, glistering 
pools, and formal walled gardens, the 
visitor sees also a Confederate bat- 
tery, an old slave cemetery, and 
original slave cabins. lurther, there 
is on display the famous W. J. 
DeRenne Georgia Library, known 
among bibliophiles as one of the finest. 
Kight miles south of the city on 
the coastal highway is a bamboo farm, 
where a government experiment sta- 
tion is raising many varieties of tropi- 
cal and semi-tropical plants. 

One of the finest attractions around 
Savannah must wait until our next 
issue for description. It is the recre- 
ation club house and grounds pro- 
vided by the Savannah Mutual, to 
which we are more than hopeful that 
the convention folks will be invited. 

ee @ 

IGHT now we want to remind 

those who are going to Savannah 
that it will be much to their advantage 
to use the identification certificate 
plan when buying railroad tickets. 
The necessary certificates will be sent 
to the various companies, and, if the 
reader does not receive one, he should 
communicate with Harry P. Cooper, 
Secretary of the National Association 
of Mutual Insurance Companies, In- 
dianapolis, Ind. Certificates of this 
kind will entitle the holder and family 


(Continued on Page 24) 
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| It is a great pity when public property, especially 
of modern type, ts not protected adequately by 
insurance in 


sound, well managed companies. 


| . Second Installment of a Discussion 


‘||| on the Essentials to be Looked 


for by School Boards and other 
| Officials When Placing Policies 


MUTUAL INSURANCE ON PUBLIC PROPERTY 


K have already discussed, in 
W the first article of this series, 

the fundamental factors which 
should be considered by those en- 
trusted with the responsibility of car- 
ing for public property and_safe- 
guarding the community from loss 
due to its destruction. On the basis 
of our four point test we demon- 
strated that mutual insurance com- 
pares favorably with the protection 
against loss given by any other type 
of insuring organization. It is only 
fair that, with the case for mutual 
insurance on public property estab- 
lished, we should give consideration 
to the arguments offered in opposi- 
tion to it. 

Let us suppose that we are now at- 
tending a mythical hearing before the 
board of Zenith, which is 
about to place insurance on the town 
The representative of the 
mutual companies has outlined the 
reasons why his companies should be 
given the coverage, proceeding along 
the lines of our previous article. At 
the conclusion of his presentation 
John Black, prominent local agent of 
Zenith, addresses the board as fol- 
lows: 


schoc | 


schools. 


“The arguments on behalf of the mu- 


tuals have been clearly and convincingly 
placed before you. Even granting that 
they were true you should still refuse to 
insure our schools in these companies 
because: 

1. Mutual insurance on public property 
involves a violation of our state constitu- 
tion and is contrary to sound public policy. 

2. The school board and its members in- 
dividually are liable to an assessment over 
and above the original premium paid, 
which cannot be limited or waived. 








N the August issue was dis- 
cussed the four point test to 
which any type of tmsurance 
should be subjected by the pur- 
chaser. 
1. What the company contracts to do. 
(The terms of the policy.) 
2. The ability of the company to per- 
form its part of the contract. 
(Will it be able to reimburse 
the insured when called upon 
after a loss?) 


3. The service which the company 
will render and its reputation for 
treatment of policyholders. 

4. The net cost of the insurance. 


A_ searching analysis of the 
standing of mutual insurance un- 
der cach head was then made 
which demonstrated the merit of 
the mutual plan. 




















3. The local agents who represent the 
stock companies are citizens and taxpayers 
of this community and should be preferred 


against the representatives of a distant 
mutual.” 
The words of Mr. Black carry 


weight and his criticisms are serious 
ones. Let us consider them fully and 
carefully. eee 
Is Mutual Insurance on Public 
Property Unconstitutional ? 


Rp cidgeteigen- of  forty- 
three statés definitely prohibit 
any lending of the money or credit 
of the state to any private corporation 
or individual. These states and the 
sections of their present constitutions 
in which the prohibition is contained 
will be found in Table A. (See next 
page. ) 

There are thirty-five states whose 
constitutions definitely prohibit any 
lending of the money or credit of any 
municipality to any private corpora- 
tion. They will be found listed in 
Table B. (See next page.) 

Practically all of the states listed 
in these two tables, and Minnesota, in 
addition have constitutional prohibi 
tions against taxation for any but 
“public purposes.” 

It is on the basis of these constitu- 














12 


JOURNAL OF AMERICAN INSURANCE 


TABLE A 

Alabama Art. IV, Sec. 93, Nevada Art. VIII, Sec. 9. 

as amended, 1908. New Jersey Art. 1, Sec. 20; 
Arizona Art. IX, Sec. 7. Art. IV, Sec. 6 (3). 
Arkansas Art. XVI, Sec. 1. New Mexico Art. IX, Sec. 14. 
California Art. IV, Sec. 31. New York Art. VII, Sec. 1; 
Colorado Art. Zi Secs. 1, Z. Ast. Vil, Bec. ¥. 
Florida Art. IX, Sec. 10. North Carolina Art. V, Sec. 4. 
Georgia Art. VII, Sec. 5. North Dakota Art. 32 (Art. 12, Sec. 
Idaho Art. VIII, Sec. 2. 185, as amended by 
Illinois Art. IV, Sec. 20. Art. 18 of Amendment). 
Indiana Art. X, Sec. 6; Ohio Art. VIII, Sec. 4. 

Art. XI, Sec. 12. Oklahoma Art. X, Sec. 15. 
lowa Art. VIL, Sec. 1; Oregon Ast. Zi, See. 6, 7. 

Art. VIII, Sec. 3. Pennsylvania Art. IX, Sec. 6. 
Kentucky Sec. 177. Rhode Island Art. 4, Sec. 13. 
Louisiana Art. IV, Sec. 12. South Carolina Art. X, Sec. 6. 
Maine Art. IX, Sec. 14. Tennessee Art. II, Sec. 31. 
Maryland Art. III], Sec. 34 Texas Art. III, Sec. 50. 
Massachusetts Art. LXII, Sec. 1 Utah Art. VI, Sec. 31. 
Michigan Art. X, Sec. 12, 13. Virginia Art. XIII, Sec. 185. 
Minnesota Art. IX, Sec. 10. Washington Art. VIII, Sec. 5; 
Mississippi Sec. 258. Art. XII, Sec. 9. 
Missouri Art. IV, Sec. 45, 46, 49. West Virginia Art. X, Sec. 6. 
Montana Art. XIII, Sec. 1. Wisconsin Art. VIII, Sec. 3. 
Nebraska Art. XIII, Sec. 3. Wyoming Art. XVI, Sec. 6. 


tional provisions that Mr. Black 
claims that mutual insurance on pub- 
lic property is in violation of the con- 
stitution. Since this is a legal question 
it must eventually be decided on the 
basis of legal authority but, before 
turning to a consideration of court 
decisions and rulings by the Attorneys 
General of the various states, let us 
consider the real nature of the obliga- 
tion assumed by the policyholder in 
mutual insurance. If we follow that 
with a study of the history and in- 
tent of the constitutional prohibition 
against the loaning of public credit 
we will be able to judge for ourselves 
whether mutual insurance on public 
property is in conflict with such a 
constitutional provision. Then we can 
check our opinion against the deci- 
sions so far handed down by the 
courts and compare our conclusion 
with that of the Attorneys General 
who have ruled “3 it. 
* 

The Real Nature x the Obligation 
Assumed By A Mutual Policyholder. 


HE mutual insurance company, 

the insurer under all mutual 
policies, is an entity quite as distinct 
from its policyholder members as is 
the stock insurance company from its 
stockholder members. In insurance 
policies written by mutual and stock 
companies alike, the insurer corpora- 
tion promises to indemnify the as- 
sured for a particular loss, in return 
for a stated consideration in premium. 
It is only in the form of the consider- 
ation that there is any difference be- 
tween policies issued by the two 
classes of companies.* The consider- 
ation or premium in practice consists 
either of an outright payment of 
money or a promise to pay money in 
the future. With stock companies it 


*This entire discussion concerns assessable 
mutual policies. In the case of non-assessable 
policies the constitutional question does not arise. 





is usually the former; with mutual 
companies, depending upon the type 
of the mutual, either one or the other, 
or a combination of the two. 

If an insurance company is to do 
business at a profit, the profit must 
obviously come from the premium. 
Consequently the rates to be charged 
must be set at such sum as to cover 
the risk involved, plus whatever the 
companies decide to add to take care 
of the profit; whether the charge will 
prove adequate depends upon happen- 
ings largely beyond the control of the 
company, namely, the number of 
losses suffered. Since in the case of 
mutual insurance companies the in- 
surer does not attempt to do business 
at a profit the added charge made 
above the expected amount needed to 
cover the risk involved gives the com- 
pany a margin of safety which will 
allow it to absorb losses and expenses 
heavier than those anticjpated at the 
time the premium was determined. 


Therefore, when a mutual company 
writes a policy it says: “I promise to 
insure in return for your promise to 
pay a premium computed in accord- 
ance with a recognized rule, the maxi- 
mum amount of which is fixed.” If, 
as expected, the losses and expenses 
are less than those used in determin- 
ing the premium, a return of the un- 
used portion will be made in the form 
of a dividend. This is the situation 
repeated in so vast a majority of cases 
over the years and with such regu- 
larity as to be regarded as a practical 
certainty. In the very rare case where 
the losses and expenses are so great 
as to wipe out the margin usually paid 
in dividends, the reserves, regular and 
contingent, and the surplus, the com- 
pany may call upon its policyholders 
in accordance with the terms of the 
policy. The substance of the trans- 
action is the same; both stocks and 
mutuals insure for a consideration. 
The school district or other policy- 
holder does not enter into a contract 
by which the use of its credit is al- 
lowed to the insuring company as 
consideration for the insurance writ- 
ten. What it does is to make a direct 
outright purchase of its insurance. 
While the insurance contract does not 
fix the exact price in dollars, it does 
provide the method by which that 
price shall be fixed, and the price is 
not left to the arbitrary determination 
of the insurer. The only difference 
between this transaction and any cost 
plus contract for public work or sup- 
plies, is that in the case of the mutual 
insurance contract the agreed con- 
sideration is not cost plus, but simply 
cost, and even the cost which can be 
charged against the member is defi- 
nitely limited. 
ee ®@ 
H I< money paid by every member 
to a mutual insurance company, 
as to each member, is to make a pur- 








TABLE B 


Alabama Art. IV, Sec. 93, as 
amended, 1908. 

Arizona Art. IX, Sec. 7. 

Arkansas Art. XII, Sec. 5; 


Art. XVI], Sec. 1. 
Art. IV, Sec. 31. 
Art. XI, Secs. 1, 2. 


California 
Colorado 


Delaware Art. VIII, Sec. 8. 
Florida Art. IX, Sec. 10. 
Georgia Art. VII, Sec. 6. 
Idaho Art. VIII, Sec. 4; 


Art. XII, Sec. 4. 


Illinois Separate Section 2. 

Indiana Art. X, Sec. 6. 

Kentucky Sec. 179 

Louisiana Art. IV, Sec. 12. 

Michigan Art. VIII, Sec. 25. 

Mississippi Sec. 183. 

Missouri Art. IV, Sec. 46, 47; 
Art. IX, Sec. 6. 

Montana Art. XIII, Sec. 1. 

Nevada Art. VIII, Sec. 8, 10. 


New HampshirePart 2, Art. 5, as 
amended 1879. 





New Jersey Art. 1, Sec. 19. 
New Mexico Art. IX, Sec. 14. 
New York Art. VIII, Sec. 10. 
No. Carolina Art. VII, Sec. 7; 
Art. VIII, Sec. 4. 
North Dakota Art. 32 (Art. 12, 
Sec. 185, as amended 
by Art. 18 of amendment). 
Ohio Art. VIII, Sec. 6; 
Art. XIV, Sec. 6. 
Oklahoma Art. X, Sec. 17. 


Oregon Ast. 21, Sec. 5, 9. 
Pennsylvania Art. IX, Sec. 7. 
Tennessee Art. II, Sec. 29. 
Texas Ast. IIT, Sec. 52: 
Art. XI, Sec. 3. 
Utah Art. VI, Sec. 31. 
Virginia Art. XIII, Sec. 185. 
Washington Art. Li hag 7. 
Wisconsin Art. XI, Sec. 3 as 


amended i074 and 1912. 
Art. XVI, Sec. 6 


Wyoming 











chase; it is a payment for something 
received—namely his insurance, and 
a purchase at bare cost, not at cost 
plus profit to the insurer. The only 
purpose of the premium paid by the 
insured, and the only purpose of the 
estimate or levy or appropriation of 
taxes to pay such premiums in the 
case of the state or any district or 
municipality, is to obtain this insur- 
ance coverage. The purpose of the 
company in collecting the premium is 
of course to provide for the payment 
of losses and expenses. But the pur- 
pose of a stock company insurer is to 
make similar payments and, in addi- 
tion, to pay dividends of profits on 
its capital stock to individual stock- 
holders. So the purpose of every 
party, with whom the municipality 
must make contracts or do business, 
is the payment in turn to private per- 
sons and for private purposes, of the 
money raised by taxation and received 
from the municipality. The purpose 
of the party contracting or doing busi- 
ness with a municipality is not the 
purpose of the municipality, and the 
purpose of taxation is not made a pri- 
vate one by reason of the fact that 
the money is paid to private individ- 
uals or corporations. 

Since the state, municipality, or 
other member, pays only for its pur- 
chase, and the price to be paid is defi- 
nitely and reasonably limited, there 
can be no question of the policy- 
holder thereby undertaking or guar- 
anteeing the payment of the obliga- 
tions of others. The company can 
use the money paid it by the state or 
municipality in satisfying the com- 
pany’s obligations, but those obliga- 
tions are in no manner, in whole or 
in part, assumed by that public body. 
If we make the violent assumption of 
the total insolvency of the mutual in- 
surance company, even then, neither 
the company, nor any receiver nor 
any court, could require any policy- 
holder to pay one additional cent, 
above the agreed maximum cost, to 
aid the company in meeting those ob- 
ligations. 

No attempt is made by the mutual 
insurance company to turn the credit 
of the public body to its own advan- 
tage. The insurer receives nothing 
negotiable, no bonds, no endorsement 
or underwriting of its own bonds, no 
evidence of indebtedness on which it 
could obtain funds or credit. The 
assessment liability of the public 
body is lost among the whole num- 
ber of such undertakings of mem- 
bers, and the statements of the com- 
pany show only the total of them all. 
The identity of those contingently 
liable to assessment means nothing, 
and adds nothing, to the resources or 
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credits available to the company. The 
credit of any mutual insurance com- 
pany is based entirely upon its own 
financial statement, business record 
and character of administration, and 
not upon the credit of any policy- 
holder member. 


HE price to be paid for this mu- 

tual insurance coverage is tem- 
porarily undetermined, but it is not 
indeterminate, for the contract pro- 
vides both a limit and a rule for de- 
termining the price within that limit. 
The companies’ receipts and their re- 
sources, losses and expenses for the 
period of the contract, as established 
to the satisfaction of forty-eight state 
insurance departments, fix the price 
at the maximum named in the policy 
or at some lesser figure. Statutes and 
company by-laws concur in prohibit- 
ing a price above the minimum named 
in the policy (the cash premium) un- 
less the company shows an operating 
loss for the period, and prescribe the 
method of determining the amount of 
assessment which would, in. that 
event, make the price exceed the min- 
imum but never the maximum, So, 
too, the extent to which the premium 
price shall be reduced by “dividends” 
(refunds) to policyholders, is deter- 
mined by the same factors. 

There is no question as to the 
power of the school board, to com- 
pare price and the many elements 
which contribute to a determination 
of the best insurance coverage for 
this school property, and to purchase 
the insurance in question at the max- 
imum price. It cannot lose this power 
simply because the policy provides 
that it may not have to pay but half 
of that maximum and the experience 
of the company indicates that it will 
not actually be required to pay any 
more than the minimum price, and 
will be returned some part of that. 

Those who compute the price of 
this insurance are representatives of 
all the policyholders, not representa- 
tives of stockholders as are the 
officers and directors of corporations 
for profit. The school district’s price 
is the sum of the cash premium and 
the assessment if any. In no event 
can it be more than this sum and it 
may be and usually is, less than the 
cash premium or some price below 
that sum. 

ee @ 


History of the Constitutional 
Provision, 
ITH a clear grasp of the ob- 
ligation assumed by the mutual 
policyholder let us turn to a study of 
the constitutional provisions against 
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the lending of public credit. We find 
ourselves reading some of the black 
pages of our country’s history, with 
ambitious and unscrupulous pro- 
moters playing upon the speculative 
fever of their day as they attempted 
to finance internal improvements for 
which there was no economic justifi- 
cation. The new states of the South 
and West, having little money, lent 
their credit to these wildcat concerns. 

The first sad experience came in 
the cotton states where the need for 
banks prompted the lending of state 
credit to semi-public or private cor- 
porations in the form of exchange of 
state bonds for bank stock, or simple 
underwriting by the state. The 
money-making possibilities of such 
state aid were quickly sensed by pro- 
moters and efforts were soon made 
to set up banks with no relation to 
actual needs of the community, for 
the sole purpose of obtaining state 
funds or paper. The same methods 
were soon employed for drainage and 
improvement of navigation in the 
Gulf states. There followed a period 
of frenzied speculation in the new 
lands and a lavish program of internal 
improvements of which the majority 
were of no value but to the con- 
tractors, the promoters, and the land 
speculators who capitalized on these 
efforts. A movement differing only 
in method had spread over all the new 
territory, North as well as South. In 
1837 came the crash, our first great 
panic, financial wrecking of the new 
states, and, as a result, the first inclu- 
sion in a state constitution of a ban 
on loans of state credit. This was in 
the Florida Constitution of 1838. 

Florida, following the example of 
the older states of the South, had is- 
sued *$1,000,000 in bonds to provide 
cash capital for the Union Bank of 
Tallahassee and when the bank sus- 
pended specie payments in 1837 the 
territory issued $2,000,000 of addi- 
tional bonds to save it. Three years 
later, however, it defaulted and was 
forced to wind up its affairs. The 
territory had also endorsed bonds for 
$500,000 for the bank of Pensacola 
in 1835 and guaranteed the notes of 
the Southern Life Insurance and 
Trust Company about the same time. 
The prohibition against the lending of 
public credit was placed in the Florida 
constitution after bitter experience 
had demonstrated its necessity. 

The placing of the credit of state 
governments behind internal improve- 
ment companies, to make possible a 
financing of the company enterprises 
which otherwise could never have 
been effected, was forbidden by one 
state constitution after another, but 
always after disaster had already 
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been experienced. The ban on loans 
of state credit, grants in aid, and sub- 
scription to stock of corporations or- 
ganized for profit was written into 
the constitutions of Iowa (1846), 
Illinois and Wisconsin (1848), Ohio 
and Indiana (1851), Michigan 
(1853), Louisiana (1845), Virginia 
and Kentucky (1850), Missouri 
(1859), but they were the constitu- 
tions of bankrupt states. New York 
did the same (1846) and with the aid 
of remarkable revenues for some 
years from the Erie Canal was able to 
save itself. New Jersey (1844) 
adopted a similar clause as a result of 
its disastrous canal financing, al- 
though it was saved by the profitable 
development of its railroads, whose 
financing and construction had been 
more closely watched. 

When legislators could no longer 
turn over state paper to embryonic 
railroads, however, they did not 
simply give up and look for other 
ways of making a living. Every city 
and town wanted to be on a railroad 
and every county wanted a line laid 
through it. As soon as the legisla- 
tures gave their consent the counties 
and municipalities rushed to the aid 
of the railroads. A new market taste 
was quickly cultivated for these local 
bonds, and paper railroads converted 
their promises to build into municipal 
bonds, and the bonds into somewhat 
less in dollars. Some converted the 
dollars into roadbeds and_ rolling 
stock, but thev were laid out without 
plan, usually with no idea but to con- 
nect as terminals two towns which 
had voted aid. 

\s to all, the scale of construction 
was far beyond the capacity of the 
country to support until a much later 
date. There was not adequate traffic, 
no earnings, and so, default on in- 
terest payments and again the reckon- 
ing for the taxpayers. 


A FEW of the states who rewrote 
their constitutions in the Fif- 
ties had already had the local tax 
sources tapped by the railroads, and 
so made their prohibition of lending 
of public credit apply to municipal 
and county as well as state govern- 
ments. In Indiana, the Wabash and 
rie Canal issue and the $10,000,000 
General Internal Improvement bonds 
authorized in 1836 had been ex- 
hausted, and the legislature had begun 
to authorize every community along a 
proposed right of wav to issue bonds 
in aid. (See Trustees of Wabash & 
erie Canal v. Beers, 67 U. S. 448.) 
In Ohio, the cities and villages, led by 
Cincinnati, had early entered into the 
promotion. (See Fosdick v. Perrys- 
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burg, 14 Ohio St. 472, and City of 
Cincinnati v. Morgan, 3 Wall 275.) 
Michigan’s well conceived plan of aid 
to three railroad systems, as provided 
for in the Constitution of 1836, col- 
lapsed when the bankers for the $5,- 
000,000 state bond issue of 1837 
faded away after selling all the bonds. 
All the communities along the routes 
of the three lines had subscribed in 
aid, and when the work was aban- 
doned their resentment was great. In 
Iowa, county and municipal units had 
~arly taken the lead in rail construc- 
tion aid, having broad powers under 
early statutes. lIowa’s railroad con- 
struction developed into a bitter war 
even before the heavy defaults. 
Pennsylvania’s state-owned railways, 
which cost it $40,000,000 and were 
sold in 1856 for $11,000,000, did not 
prevent the full exercise, by all the 
cities and towns, of the authority 
given them in 1837 to subscribe to 
privately owned railroads and issue 
bonds therefor. Consequently when 
these states rewrote their constitu- 
tions, Ohio and Indiana in 1851, 
Michigan in 1853, and Iowa and 
Pennsylvania in 1857, counties and 
municipalities were naturally included 
in the prohibition against lending 
public credit. 

In most of the states which had 
prohibited such aid to private enter- 
prise by the state, it was believed that 
there was no power in the legislature 
to authorize such aid by municipal 
corporations and_ political subdivi- 
sions, and there were many state 
court decisions to this effect—most 
of them rendered, however, after de- 
fault by the railroad company. The 
long series of United States Supreme 
Court decisions featured by Gelpcke 
v. City of Dubuque (1 Wall. 175) 
destroyed this illusion 4nd brought 
the rewriting of these clauses in the 
forms in which we commonly find 
them today. 


ROM the Florida Constitution of 

1838 to the admission of Ari- 
zona and New Mexico, the intent 
and purpose of constitutional pro- 
visions have never varied. They were 
designed to prevent all public authori- 
ties from aiding corporations doing 
business strictly for profit, at the ex- 
pense of the taxpayer, by borrowing, 
for the company, money which the 
company would have been wholly un- 
able to borrow for itself, and having 
the taxpayers take the poor specula- 
tion of the company stock or bonds 
in exchange for the taxes by which 
they would make good the obligation 
assumed by state or municipality. 
They were designed to prevent a state 


or local administration turning over 
to a private promoter the power to 
issue or control the sale of public 
bonds for which the public authority 
received no tangible or remotely ade- 
quate compensation—not to prevent 
the public authority from buying for 
its actual needs and obtaining its pur- 
chases before it paid for them. 


The corresponding section of the 
Pennsylvania Constitution was said 
by the Supreme Court of Pennsyl- 
vania to have been 
“prompted by the growing evils of reckless 
and extravagant municapal subscriptions 
to railroads, plank roads, etc. These evils 
were so aggravated that it became neces- 
sary to interfere and prevent by a con- 
stitutional prohibition all future pledges 
of municipal faith and property for such 
purposes.” * 

As related above the evil extended 
to most of the states and, in conse- 
quence of their own experience or 
their contemplation of the experience 
of the older states, we find substan- 
tially the same prohibition or limita- 
tion in the constitutions of three- 
fourths of the states. The method 
used in tapping the state treasury be- 
fore such constitutional provisions 
were adopted quite commonly fol- 
lowed the same pattern in all the 
states. The new railroad (or canal, 
or turnpike) company would be un- 
able to sell enough shares to individ- 
uals to provide the capital required 
for the contemplated construction. 
It lacked the necessary credit, prior 
to beginning construction, to make a 
commercial offering of its bonds. The 
credit of the state was good (or at 
least better than that of the newborn, 
or still unborn corporation). The 
state had faith in the enterprise. The 
company would issue to the state its 
own bonds or stock in the amount 
needed for its project, and the state 
would turn over in exchange its own 
merchantable bonds. Or the company 
might make a public offering of its 
own bonds with a guaranty by the 
state of payment of principal and in- 
terest, delivering to the state the same 
nominal value of company stock as 
security to the state on its undertak- 
ing. Occasionally grants were made 
of public lands, which the companies 
could sell to better advantage than the 
state could. When the state resources 
available for such aids had dried up, 
due to the extent of previous com- 
mitments, or in some states to early 
constitutional restrictions on state 
aid, or, the most frequent case, the 
gradual surrender of the greater tax- 
ing power by the state to local gov- 
ernments, recourse was had to the 


(Continued on Page 30) 
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“BUNK OF THE MONTH” 


HIS discussion grows out of the following circumstance: Last February we 

printed in this department an answer to an attack on mutual insurance as a 
system made by Mr. James E. Hassinger of New Orleans in an open letter pub- 
lished and widely distributed in many states by the Louisiana Insurance Society. 
The attack was of such violent character as to show a total disregard for busi- 
ness ethics and the spirit of fair play and ordinary business courtesy. 

At the Louisville meeting of the Executive Committee of the National Asso- 
ciation of Insurance Agents, Mr. Follett L. Greeno of Rochester, New York, 
(now President of the New York Association of Insurance Agents) attempted a 
defense of Mr. Hassinger and his open letter. Naturally, this Journal was very 
much interested in the kind of defense which could be made to statements so 
palpably untrue, so we invited Mr. Greeno to send us a complete copy of his 
speech for publication in our magazine. Mr. Greeno replied that he had had 
but little time for the preparation of his Louisville speech, whereupon we ex- 
pressed our willingness to open the pages of this Journal to him if he would 
prepare an article dealing with the question at issue. His contribution entitled 
"Shall We Have Light, or Heat?" is published below. We surmise that our 
readers will share our amazement over the admission by Mr. Greeno, that at 
the time of the Louisville meeting, he had never read Mr. Hassinger's pamphlet. 
The puzzle becomes more obscure when it is observed that no attempt is made 
to defend the Hassinger statements. The article calls for extended comment, 
and we feel we must apologize for going over in our pages much of the ground 
previously covered in various editorials and articles, which, unfortunately, Mr. 


Greeno had never seen. 


Shall We Have Light, Or Heat? 


By FOLLETT L. GREENO 


PRESIDENT NEW YORK ASSOCIATIONS 


OF INSURANCE 


N according me space in this is- 

sue of the Journal of American 

Insurance, the editors have ex- 
tended a courtesy which is cordially 
appreciated. It is appreciated not 
because it affords an opportunity to 
defend Mr. James FE. Hassinger or 
the statements contained in an open 
letter over his signature, but rather 
because of the spirit of fairness in 
which the invitation seemed to be 
made. 

Mr. Hassinger’s letter was the sub- 
ject of criticism in the February issue 
under the title “Bunk of the Month.” 
The severity of the article, the sarcas- 
tic personal vein employed, and the 
writer’s apparent lapse into the same 
kind of error as that of which he ac- 
cused Mr. Hassinger, provoked criti- 
cal comment from me in the course 
of a discussion at the Mid-year Con- 
vention of the National Association 
of Insurance Agents at Louisville, 
Kentucky, on March 22nd. 

Mr. Hassinger is not a_ personal 
acquaintance, and, indeed, T had not 
heard of his letter until the article 


appeared in the Journal of American 
Nor had I seen it until a 


Insurance. 
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copy was very kindly forwarded to 
me by the American Mutual Alliance. 

I was surprised to note that it was 
dated November 16, 1932, while the 
Journal of American Insurance had 
featured it as the “Bunk of the 
Month” of February, 1934. 

It may interest the readers of the 
Journal to learn that Mr. Hassinger’s 
letter was promptly criticised by a 
stock insurance agent, Mr. FE. Paul 
Schaefer of Mt. Kisco, N. Y., who 
wrote his reply directly to Mr. Has- 
singer, on March 14, 1933, 

Mr. Schaefer analyzed the Has- 
singer statements, point by point, and 
his frank acknowledgment of Mu- 
tual merits must have been a revela- 
tion to Mr. Hassinger, as well as his 
condemnation of those stock company 
adherents who are prone to make 
careless or inaccurate statements in 
“attacking the mutual form of in- 
surance.” 


e® ee 
XCESSIVE zeal for any cause 
‘4 or institution often leads the 


zealot into the temptation to make 
statements of opinions as facts, and 
to taunt his opponents with the im- 
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putation of ignorance or malice. It 
was his zeal for stock insurance 
which, I believe, betrayed Mr. Has- 
singer into publishing statements not 
substantiated by the facts; and it was 
his zeal for mutual insurance which, 
I likewise believe, also betrayed his 
critic in the Journal of American In- 
surance into making sarcastic per- 
sonal references, impugning his op- 
ponent’s motives, and making sim- 
ilarly exaggerated claims for mutual 
superiority over stock insurance car- 
riers. 

Since truth needs no defense, and 
is so certain to be ultimately revealed, 
why should the proponents of either 
type of insurance make extravagant 
claims which stubborn facts will not 
support ? 

And since IT am writing for the 
readers of a magazine devoted to the 
cause of mutual fire and casualty in- 
surance, it may not be amiss for me 
to ask some questions of the pro- 
ponents of the mutual plan. 

Why have you adopted the slogan 
“Mutual insurance is American in- 
surance,” thereby implying that stock 
insurance is foreign or un-American ? 

Why do you continually refer to 
Benjamin Franklin as though he were 
the founder of mutual insurance? In 
1880, one hundred years or so after 
Franklin, there were 153 stock fire 
insurance companies reporting to the 
Insurance Department of the State 
of New York and only 8 mutuals. 
These stock companies wrote $59,- 
350,181.81, and the mutuals wrote 
$388,395.20 in premiums in the state 
of New York in the year 1880. 

You have described how man- 
ufacturers were impelled by economic 
conditions and high rates to form 
muttial fire companies, institute en- 
gineering and fire prevention activities 
in order to secure protection at a rea- 
sonable cost. Do you contend that 
the stock companies do not provide 
as adequate protection at as reason- 
able cost as do the New England Mill 
Mutuals under today’s conditions ? 

eee 
[T° not Mr. Milligan, president of 
the Phoenix of Hartford, correct 
in his statement that “the economic 
need for the mutual plan of insurance 
no longer exists ?” 

Do you advocate the mutualization 
of all business? If not, why not? 

Do you advocate the mutualization 
only of those businesses which are 
“affected with a public interest,” such 
as railroads, public utilities, etc? If 
so, why? 

In the list of mutual companies 
which you published in your reply to 
the Hassinger letter, only three had 
been in business for fifty years: or 
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more, and not one of them was en- 
tered in New York State in 1880, 
fifty-four years ago. Yet you seek 
to convey the impression that the 
“mutuals” as a whole are as old and 
long-established as are the “stocks” 
as a whole. Why? 


What, if any, contribution have the 
mutuals made in the line of originat- 
ing new forms of insurance protec- 
tion, such as the first personal acci- 
dent, automobile liability, explosion, 
boiler, air-craft, etc? 

Why do you insist upon making 
“reprisal” out of reciprocity? Can 
you give one good reason why any- 
one who is dependent upon the sale 
of stock insurance for his livelihood 
should not give preference to a buyer 
of stock insurance over a buyer of 
other types of insurance where 
either can supply the customers re- 
quirements ? 


You quote Commissioner Dunham 
of Connecticut to the effect that there 
are too many insurance agents. But 
the commissioner did not differentiate 
between stock and mutual agents. 
However, you go on to say that the 
mutual company employs “no more 
people than can efficiently be used in 
its operation,”—“to the benefit of the 
policy-holder and the community in 
which he resides.” Nevertheless, I 
have already received, by mail, solici- 
tation for my automobile liability in- 
surance from the Liberty Mutual, the 
American Mutual, the Utica Mutual, 
and the Hardware Mutual Casualty 
Co. All of them have addressed me 
as a “selected automobile owner,” and 
three of them tell me that I am 
throwing my money away if I deal 
through an insurance agent. 


The American, Liberty, and Utica 
have salaried employees (agents) 
here in Rochester. The Hardware 
has an agent for its fire company the 
while it decries all agents in its direct- 
mail campaign. 


Then, too, there is the Lumber- 
men’s Mutual Casualty of Chicago 
and its running mate, the American 
Motorist, a stock company. Each is 
represented in Rochester by a local 
agent. The agent for the American 
Motorist advertises the wisdom of 
avoiding assessment by buying a par- 
ticipating policy in his stock com- 
pany, while the agent for the Lum- 
bermen’s stoutly maintains that all 
the advantage lies with the mutual. 
Which one is right? Does not the 
“Lumbermen’s Mutual” own the 
“American Motorist ?” 


How do these companies determine 


who is a “selected” automobile 
owner? Why do they resort to that 
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old device of “a friend has sent in 
your name,” etc? 
ee @ @ 
NCIDENTALLY, I have found 
the “general writing mutuals” on 

the most hazardous type of risks, and, 
at the same time, read their advertise- 
ments that dividends are earned be- 
cause of the “carefully selected 
risks.” 

A low loss ratio does not neces- 
sarily prove good underwriting. Ex- 
perienced underwriters admit that 
there is always the element of chance 
or luck, as you may prefer. (A low 
loss ratio might even be achieved by 
a close and niggardly adjustment of 
claims. ) 

Is it not true that companies will 
retire from an agency which has suf- 
fered a consistently high loss record 
over a period of years, even though 
they can find no fault with the class 
of business written ? 

Has any mutual casualty company 
ever survived an assessment ? 

Have the policyholders of a mu- 
tual company, after it became insol- 
vent, ever voluntarily assumed addi- 
tional liability, paid losses in full or 
in part, and resumed business as have 
the stockholders of a number of stock 
companies ? 

Has any mutual insurance agent, 
after the failure of his company, dug 
down into his own pocket to provide 
new insurance for his clients to the 
extent of their unearned premiums ? 
It is reported to have cost one Roch- 
ester agent $14,000.00 and another 
$8,000.00 to thus protect their policy- 
holders in the failure of the Union 
Indemnity Co., which you so promi- 
nently mentioned in your article. 

Did you ever hear of a “salaried 
agent” doing anything of the kind ? 

ee @ 


HERE are other questions I 
might ask if time and space per- 
mitted, but these will suffice to indi- 
cate the doubts which exist in my 
mind concerning the superiority of 
the mutual plan of insurance. Per- 
haps you can set them at rest and at 
the same time allay any similar sus- 
picions in the minds of your readers. 
I do not ask them for the sole pur- 
pose of putting you in a corner. So 
many boastful statements have been 
made in behalf of the mutual fire and 
casualty companies, together with sar- 
castic reflections upon the lack of 
ability of stock agents generally, I am 
constrained to challenge some of 
them. 

No one who wishes to ascertain the 
truth should accept the statements of 
vour critics without substantiation ; 
nor should they accept unsubstan- 


tiated statements in behalf of the 
“mutuals” vs. the “stocks.” 

That there is merit in the mutual 
plan of insurance is readily admitted 
in stock circles. That it is superior 
to self-insurance is cheerfully con- 
ceded, but that it is better than the 
stock plan is not so tenable. 

If we must have comparison, let 
us compare our best in each instance, 
the best stock company with the best 
mutual, the best stock agent with the 
best mutual agent, etc. Of course, 
there may be a difference of opinion 
as to which is the best, but let the 
proponent of each kind of insurance 
make his own selection. Isn’t it an 
old and unfair trick in controversy 
to array the best of one class against 
the worst of the other ? 

A comparison of averages might 
better disclose the relative merits of 
the two methods. 

It has always seemed to me to be 
unfortunate that stock and mutual in- 
surance interests should be contin- 
ually engaged in public controversy. 
It is not an edifying spectacle and 
tends to destroy public confidence in 
the whole institution of insurance, 
which both are certainly desirous of 
sustaining and developing instead of 
destroying. 

My chief objection to the mutuals’ 
advertising campaigns is the char- 
acteristic attack on the public’s trust 
in the integrity of stock companies 
and their agents, when so wide a field 
is available for constructive develop- 
ment of public confidence in insurance 
and the desire to purchase protection 
against fire and casualty hazards. 


AM not ashamed of my vocation 

as a stock insurance agent; I 
make no apologies for it whatsoever. 
Indeed I know of no human activity 
which affords more genuine satis- 
faction than that of selling an insur- 
ance policy. There are few services 
that one can render a fellow human 
being of greater importance than that 
of persuading him to insure for the 
protection of himself and his depend- 
ents. 

Most of the arguments advanced 
for the elimination of the middle man 
in business leaves me cold. He is, 
I believe, an indispensable economic 
necessity; and the insurance agent, 
of all “middle-men,” renders an in- 
disputably important service. 

The mutual insurance agent, who 
persuades an un-insured person to 
buy mutual insurance, or an under- 
insured policyholder to increase his 
insurance, renders a service of merit. 
He deserves confidence and respect. 
But, in my opinion, an agent who sells 














a stock company policy goes him one 
better. 

When one surveys the field of auto- 
mobile liability insurance, however, 
and considers the vast horde of un- 
insured motorists, a constant menace 
to the American public, he must be 
impressed with the failure of insur- 
ance salesmanship all along the line. 

We are told that approximately 
25% of all motorists are insured. Of 
this 25%, in New York State in 
1933, 81.1% were insured in stock 


COMMENTS ON ' 


An Answer to the 


E have already said that we 

have no quarrel with Mr. 

Greeno. Our correspondence 
with him encourages the belief that 
he is a sincere, serious-minded and 
estimable citizen with a fine sense 
of loyalty; a stock insurance agent 
by. choice, because he firmly be- 
lieves in its superiority over other 
types. He is, therefore, naturally 
a stock partisan. On the other 
hand, it is perhaps unnecessary to 
say, we are mutual partisans—so 
we start even. 


This discussion, of necessity, is 
rather involved, covering as it does 
the contents of several documents 
too lengthy to reproduce here: 
(1) the open letter written by Mr. 
Hassinger, (2) our reply in the 
February issue of this Journal, 
(3) Mr. Greeno’s Louisville speech 
in defense of the open letter, and 
(4) his foregoing contribution 
“Shall We Have Light, Or Heat?” 
The issues have become somewhat 
obscured by Mr. Greeno’s shift from 
a defense of the open letter to a 
general interrogatory on mutual in- 
surance. We submit, though not 
unkindly, that “Shall We Have 
Light, Or Heat?” cannot be classi- 
fied as an article. Neither can it 
be regarded as a defense of Mr. 
Hassinger’s attack, nor of the 
charge that the Journal was unnec- 
essarily harsh in condemning Mr. 
Hassinger for misrepresentation of 
law and fact as vigorously as Mr. 
Greeno seems to think we did. 


On the other hand, it is only fair 
to say that Mr. Greeno is to be 
commended for his frankness in ad- 
mitting that his Louisville speech 
was delivered without his having 
seen the open letter which he at- 
tempted to defend. The nature of 
his “Shall We Have Light, Or 
Heat?” may be accounted for by 
the fact that it was written after 


he had read the Hassinger letter. 
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companies and 18.9% were insured 
in mutuals. Of the stock companies, 
those writing at cut-rates insured 
6.8%, leaving 74.3% insured in stock 
companies at standard rates. 


Seventy-five per cent driving cars 
without insurance, while we waste 
our time making faces at one an- 
other! Salesmen, eh? 


Well, how is that for the “bunk of 
the month 2?” 


Do you agree? 


‘LIGHT OR HEAT?" 


Foregoing Discussion 


HE questions Mr. Greeno asks 
in his contribution indicate 
quite clearly that he has but re- 
cently become acquainted with the 
Journal, and, also, that he is not 
very well acquainted with the com- 
petitive methods of a large cross 
section of the stock group. 
Naturally, we were very much 
interested in his repeated assertion 
in his Louisville speech that the 
Journal’s reply to the open letter 
was anonymous, particularly since 
the stock people have been for years 
recklessly distributing sheaves of 
anonymous pamphlets attacking 
and misrepresenting the mutual 
plan of insurance. Obviously, there 
was nothing anonymous about our 
reply to Mr. Hassinger. It was 
published in this (an editorial) 
column in the February issue of 
the Journal, and its sponsorship 
was unmistakable. On the other 
hand, the anonymous anti-mutual 
pamphlets distributed by the stock 
people fail utterly to show the 
name of the distributor or pub- 
lisher. True, a few contain a serial 
number, and some are designated 
as coming from a committee styled 
“Committee on Education and Pub- 
licity.” On none will be found any 
real identification of the sponsors, 
except here and there by a rubber 
stamp of a gullible or careless agent. 
We submit, therefore, that under 
the circumstances the repeated ref- 
erence to the alleged anonymous- 
ness of the mutual reply is, to say 
the least, amusing. 


The thought that one is often be- 
trayed into making statements of 
opinion as facts purely out of ex- 
cessive zeal for any cause or insti- 
tution, expressed in the foregoing 
article, and excusing Mr. Has- 
singer’s misrepresentations on this 
ground, is being a little more than 
generous. The charge that the 
same sort of zeal for the cause of 
mutual insurance betrayed the edi- 
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tor who wrote the mutual reply 
into making the same sort of error 
is most interesting. It might very 
properly be said that the Louis- 
ville speech, and the haste with 
which Mr. Greeno made ready to 
defend Mr. Hassinger without hav- 
ing read the open letter, was oc- 
casioned by a strong prejudice 
against mutual insurance or an ex- 
cessive zeal for stock insurance, for 
he failed to apply the same prin- 
ciples which he intimates should 
have been recognized by the Jour- 
nal in its reply to Mr. Hassinger. 


R. GREENO now admits that 

in many particulars Mr. Has- 
singer was in error. Having gone 
thus far, we believe he will have to 
admit, too, that there was no excuse 
for the misrepresentations, whether 
made wilfully or because of ignor- 
ance. It is not unreasonable to 
charge that one with Mr. Has- 
singer’s experience in the insurance 
business wilfully made the false 
statements which stand out so 
prominently in his letter. 


Take, for example, the state- 
ments relative to the right of 
public corporations to insure in 
mutual companies. In advising the 
Mississippi agents, as Mr. Has- 
singer attempted to do, he must be 
charged with the knowledge that 
the statutes of the state specifically 
permitted such corporations to in- 
sure in mutual companies, and that 
the constitutionality of those stat- 
utes had been upheld by the At- 
torney General of Mississippi. He 
must surely have known that mu- 
tual companies do possess surplus 
funds, although he said that they 
did not. He must have known too, 
that mutual companies in Missis- 
sippi have regularly paid dividends 
to policyholders, just as he must 
have known that mutual companies 
do maintain service-rendering 
agents; that they do file guaranty 
bonds; that the stock companies do 
not have assets in each state which 
may be attached for the payment 
of losses; and that mutual com- 
panies do not require their policy- 
holders to sign a power of attorney 
authorizing an attorney-in-fact to 
bind the assured in a partnership 
agreement. 


Mr. Greeno’s zeal in defending Mr. 
Hassinger even betrayed him into 
apologizing for this latter statement 
on the ground that we must have 
known Mr. Hassinger meant “recip- 
rocal,” not “mutual.” If he meant it, 
why didn’t he say it? His letter states 
positively that “the first step of the 
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‘mutual’ is to secure the assured’s sig- 
nature,” etc. 
ee @ 
E FERENCE is made to the fact 
that Mr. Hassinger’s open letter 
was dated November 16, 1932, where- 
as the Journal answered it in Febru- 
ary, 1934. The fact that such com- 
munications are used constantly in 
competition long after the date of the 
original distribution, and that the 
Journal happened to receive a copy of 
it from a mutual policyholder, who 
received it a short time before, was 
naturally not known to him. Printed 
attacks on mutual insurance are used 
by stock agents for years after they 
are first written, and even after they 
have been discredited. 

It is indeed interesting to learn that 
the open letter was promptly criticised 
by Mr. E. Paul Schaefer, a stock in- 
surance agent of Mt. Kisco, N. Y. 
Apparently, Mr. Schaefer’s reply 
failed to impress Mr. Hassinger, for 
it was given no publicity. 

“Since truth needs no defense, and 
is certain to be ultimately revealed, 
why should the proponents of either 
type of insurance make extravagant 
claims which stubborn facts will not 
support?” says Mr. Greeno. If his 
co-workers in the stock field followed 
this precept, there would be no “Bunk 
of the Month” column in this Journal, 
for from early 1924, when the Jour- 
nal first appeared, to the latter part 
of 1928, it was its policy to publish 
nothing relating to the stock vs. mu- 
tual controversy, because of the sin- 
cere belief that every time it becomes 
necessary to expose misrepresenta- 
tions the entire business of insurance 
suffers. However, our silence was 
misunderstood by many of our read- 
ers, and ever since 1928 we have been 
debunking the false and misrepre- 
sentative anti-mutual propaganda 
with which the country has so liberally 
been flooded by the stock propaganda 
mill. Then, too, if there had been 
no open letter grossly misrepresenting 
the facts about mutual insurance, 
there would have been no reply in the 
Journal and, perhaps, no speech by 
Mr. Greeno at Louisville. The Jour- 
nal has never taken the initiative in 
attacking Stock insurance, Reciprocal 
insurance, Lloyds insurance, or any 
other type of company. It prints the 
insurance news which it considers im- 
portant to print, but specializes in gen- 
eral insurance articles, many of them 
written by experts in the insurance 
field, regardless of whether their 
sympathies are stock or mutual. It 
leaves the field of attack to the stocks, 
and exposes misrepresentation when 
it feels inclined to do so. It could, 
however, devote many of its issues 
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entirely to the answering of anti-mu- 
tual propaganda. There is an 
abundance of such material to an- 
swer. 

eee 


HE question is asked why the 

mutual companies have adopted 
the slogan “Mutual Insurance is 
American Insurance.” It was adopted 
because it is a statement of fact, and 
we submit that the implication Mr. 
Greeno draws that we intended to in- 
dict stock insurance as un-American 
is improperly read into our article. 
Mutual insurance is American insur- 
ance. The business is conducted en- 
tirely by companies organized in this 
country, beginning with the Phila- 
delphia Contributionship, which be- 
gan business in 1752, and followed by 
many other century-old companies. 
Mr. Greeno, it seems, does not know 
that Edson S. Lott, his satelites, and 
their followers, have (without suc- 
cess, it is true) tried to lead the 
American public to believe that mu- 
tual insurance was un-American, so- 
cialistic, and communistic. Perhaps 
if that vicious campaign had not been 
undertaken, mutual insurance would 
not now be emphasizing its purely 
American background. It would seem 
that if the use of the slogan was to 
be questioned there should have been 
shown some evidence that mutual in- 
surance is not American insurance. 


Again, the stock author wants to 
know why Franklin is referred to as 
the founder of mutual insurance. The 
answer simply is that the astute Ben- 
jamin was largely instrumental in 
starting the first American insurance 
company—the Philadelphia Contribu- 
tionship, a mutual. Mr. Greeno’s zeal 
for stock insurance led him into the 
odd error of attempting to depreciate 
this activity of Franklin’s by refer- 
ring to it as having been undertaken 
in a “moment of weakness.” Frank- 
lin’s connection with mutual insur- 
ance has been challenged before, 
though unsuccessfully. The situation 
was covered most fully in the June, 
1931, issue of this Journal. Anyone 
interested may have a copy for the 
asking, 

Exception is taken to statements 
concerning the reasons underlying the 
organization of class mutual com- 
panies by business men who, because 
of inability to secure proper cover- 
age, and the excessive rates charged 
for such coverage as thev could get, 
organized mutual companies to take 
care of their needs. He asks whether 
the stock companies, under today’s 
conditions, do not offer as adequate 
protection, at as reasonable a cost, as 
do the New England Mill Mutuals. 





We dare say that the companies in 
the Factory Insurance Association, 
in given instances, do furnish ade- 
quate protection at as reasonable cost 
as do the mutuals. We will go fur- 
ther and say that in some cases they 
furnish the insurance for less than 
it would cost in the mutuals. They 
do so, however, only because of the 
competition of the mutuals, and, as 
an article in a recent issue pointed out, 
the stocks apply their favored rates 
in an unfairly discriminatory manner, 
some of their policyholders being fav- 
ored over others in the same risk 
classifications. 
eee 


UR critic apparently agrees with 

Mr. Milligan’s opinion that “the 
economic needs of the mutual plan of 
insurance no longer exist.” Our an- 
swer to both is that they are wrong. 
Suppose, for the sake of an argument, 
we admit that they might in a measure 
be right. The very fact that it was 
once necessary for business men to 
organize for their own protection 
makes it certain that, should mutual 
competition ever be eliminated, im- 
mediately the need of it would again 
arise. The fear of mutual competition 
holds rates down, and stock policy- 
holders benefit as well as others. 
Mutual competition results in continu- 
ing rate changes beneficial to the in- 
suring public. Just recently a stock 
speaker before a local agents’ associa- 
tion meeting in Florida advocated 
further rate discriminations when he 
said: 

“T am heartily in favor of Mr. Pierce’s 
suggestion that there be a reduction in 
spread of operating advantages now held 
by the organization companies’ competi- 
tors. Not only would I follow the recom- 
mendations which this experienced and 
able vice president of the Continental of- 
fers, but I would go further and lower 
somewhat the rates on the constantly fine 
classes of business so that these competi- 
tors would not be able to enjoy rate ad 
vantages.” 

It is to be observed that the rate 
changes suggested are not to be made 
because the classifications are deserv- 
ing of the consideration, but only “so 
that these competitors would not be 
able to enjoy rate advantages.” As 
was pointed out in a recent article, 
Mr. Milligan once said that the more 
fires, the better for the fire insurance 
companies. A business which is will- 
ing, because of a selfish personal in- 
terest, to see society suffer the eco- 
nomic waste occasioned by the de- 
struction of property by fire, has its 
economics pretty badly mixed. It cer- 
tainly is no judge of whether or not 
the economic needs of the public are 
being served by mutual insurance. Its 

(Continued on Page 25) 




















Convention of the 
National Association of 
Mutual Insurance Agents 


HE National Association of Mu- 

tual Insurance Agents held its 
third annual convention at the Shore- 
ham Hotel in Washington, D. C. on 
September 26th, 27th, and 28th. 

After welcoming the delegates to 
the Capitol City, Hon. J. A. Marshall, 
Superintendent of Insurance of the 
District of Columbia, gave an inform- 
ative talk outlining the methods that 
his department pursue to keep the 
calibre of agents under his jurisdic- 
tion up to a high point. His plan 
includes a bill which will be presented 
to the next session of Congress, set- 
ting forth certain qualifications which 
must be met before licenses are issued 
in the District. 

Albert R. Peters, president of the 
Association, presided, and gave an 
interesting resume of the activities 
of the organization during the year 
just past. The program throughout 
the three days brought before the 
convention a series of profitable ad- 
dresses. One of the most closely 
followed of these talks was given by 
A. L. Lintner, Chief of the Insurance 
Division of the Home Owners Loan 
Corporation, who presented the needs 
and requirements of the HOLC as 
to coverage on the huge volume of 
properties going through his depart- 
ment. Frank I.. Brigham, vice-presi- 
dent of the Merrimack Mutual Fire 
Insurance Company of Andover, 
Massachusetts, discussed the agents’ 
association from the standpoint of 
the companies, especially compliment- 
ing the efforts which have been made 
in the direction of securing men of 
high character to represent the mu- 
tuals. 

The address on “Meeting Competi- 
tion,” by Stanley E. Hanawalt of the 
Mill Mutuals of Columbus, was an 
interesting part of a lively session on 
the general subject of selling mutual 
insurance. Contributing to this sym- 
posium were also Dudley Kincade of 
St. Louis, Mo., and Chester Jennings 
of Baltimore, Md., who together con- 
ducted a sales demonstration which 
developed so much information and 
entertainment that it was regarded as 
one of the highlights of the conven- 
tion. Walter Jackson, advertising 
manager of the Grain Dealers Na- 
tional Mutual Fire Insurance Com- 
pany of Indianapolis, spoke on the 
closely allied subject of advertising, 
and in a vigorous speech pointed out 
the advantages of the various methods 
of planning publicity campaigns. He 
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gave the delegates a number of very 
practical and helpful ideas. 
e@ @ ®@ 

N unusual feature was the pres- 

entation of the policyholder 
angle in an address by Lester Powell, 
president of the Powell Transporta- 
tion Company of Washington, D. C. 
Mr. Powell has been a purchaser of 
mutual insurance for some eighteen 
years and traced the steps by which 
he was persuaded to try out the mu- 
tual plan, expressing his appreciation 
of a certain agent who had given him 
a most expert and courteous solicita- 
tion and did not overlook being on 
hand with excellent service after the 
signature had been put on the dotted 
line. 

The intricate details involved in the 
promulgation of compensation rates 
were set forth in a pleasing and un- 
derstandable way by W. H. Davis, 
manager of the Compensation Rating 
Bureau, showing the workings of the 
various activities of the National 
Council on Compensation Insurance. 

A graphic demonstration of fire 
hazards in action was given by 
William H. Rodda, chief engineer of 
the Mutual Insurance Agency of 
Washington, D. C., who took up such 
subjects as sporitaneous combustion, 
the handling of gasoline, the installa- 
tion of electric fixtures and wires, and 
other matters of every day com- 
mercial practice which are potential 
causes of losses. A spectacular fea- 
ture of this talk was an experiment 
showing how easily gasoline fumes 
may ignite from a flame held twelve 
feet away. Mr. Rodda placed great 
emphasis on the importance of a 
thorough inspection of property by 
agent at the time business is solicited. 

ee @ 

URTHER talks were made by 
Paul L. Whittington of the 
American Appraisal Company, who 
called attention to possible trouble due 
to lack of proper appraisals, which 
may result in risks being either under 
or over insured; by Bryson F. 
Thompson of New Haven, Connecti- 
cut, who commented interestingly on 
agency organization and manage- 
ment; by Percy Brough of the At- 
lantic Mutual Insurance Company, 
who went into marine insurance with 
particular reference to inland marine 
coverage and pointed out the excellent 
opportunities for securing business in 

these lines. 

The closing session was devoted to 
an open discussion on matters per- 
taining to the association and to the 
election of officers. The following 
were chosen for the 1934-35 year: 
President, E. V. Thompson, St. 
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Louis, Mo.; Vice-President, Chester 
Jennings, Baltimore, Md.; Vice-Pres- 
ident, Fred E. Reuning, Bristol, Va. ; 
Vice-President, James F. Minor, 
Charlottesville, Va.; Secretary, E. I. 
Oakes, Washington, D. C.; and 
Treasurer, J. T. Burke, Alexandria, 
Va. 

Like all good conventions, the 
agents’ meeting held a golf tourna- 
ment. A trophy donated by Thomp- 
son, Kincade, O’Connor & Powers 
of St. Louis was won by John R. 
Chappell, Jr., of Richmond, Va. 

The convention was well attended, 
both on the part of the agents and 
representatives of the companies. 
Among the latter were: 


John C. Artz, representative, Lumber 
Mutual Fire Insurance Company, Boston, 
Massachusetts. 

J. J. Beall, Vice-President, Northwest- 
ern Mutual Fire Association, Seattle, 
Washington. 

E. J. Brookhart, Secretary and General 
Manager, National Mutual Insurance Com- 
pany, Celina, Ohio. 

Percy Brough, Atlantic Mutual Insur- 
ance Company, New York. 

E. P. Curry, Underwriter, Shelby Mu- 
tual Plate Glass & Casualty Company, 
Shelby, Ohio. 

Ralph B. Denny, President, Union Mu- 
tual Fire Insurance Company of Vermont. 

E. C. Frampton, Superintendent of 
Agencies, Lumbermens Mutual Insurance 
Company, Mansfield, Ohio. 

H. B. Gibbel, Secretary, Lititz Agricul- 
tural Mutual Fire Insurance Company, 
Lititz, Pennsylvania. 

A. Kellock, Assistant Treasurer, Penn- 
sylvania Lumbermens Mutual Fire Insur- 
ance Company, Philadelphia, Pennsylvania. 

James S. Kemper, President, Lumber- 
mens Mutual Casualty Company, Chicago, 
Illinois. 

John L. Lau, representative, Grain 
Dealers National Mutual Fire Insurance 
Company, Indianapolis, Indiana. 

Cc. .O. Lawton, representative, Mill 
Owners Mutual Fire Insurance Company, 
Des Moines, Iowa. 

Justin Peters, President, Pennsylvania 
Lumbermens Mutual Fire Insurance Com- 
pany, Philadelphia, Pennsylvania. 

Hugh Phillips, President, Vermont Mu- 
tual Fire Insurance Company. 

C. M. Purmort, President, Central Man- 
ufacturers Mutual Insurance Company, 
Van Wert, Ohio. 

Herbert H. Veit, representative, Merri- 
mack Mutual Fire Insurance Company, 
Andover, Massachusetts. 

M. R. Whisnant, Assistant Secretary, 
Hardware Mutual Fire Insurance Com- 
pany, Charlotte, North Carolina. 


HE annual banquet was held 

Thursday evening, September 
27th, with addresses by Frederick H. 
Taber, member of the board of the 
Reconstruction Finance Corporation ; 
Merle Thorpe, editor of Nation’s 
Business; and Justin Peters, presi- 
dent of Pennsylvania [Lumbermens 


(Continued on Page 24) 
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What the Insurance Buyer 
Expects of His Agent 


An address to The National Association of Insurance 
Agents, Grand Rapids, Mich., September 10, 1934 


By P. D. BETTERLEY 


HE purchase and application 

of insurance has become one of 

the outstanding features of our 
existence, much complicated by pres- 
ent conditions. Today every person 
or firm is subject to multiple hazards, 
and neither buyer nor seller has kept 
his insurance knowledge and program 
in pace with changing conditions. 
After twenty years of insurance buy- 
ing experience and assisting many to 
solve insurance problems, we are 
certain most users of insurance do 
not have adequate or economical pro- 
tection. 

There have 
velopments in insurance 
but the general public does not 
realize their significance and _ this 
effective medium of safeguarding 
property, business, earnings, and life, 
is not being utilized to its fullest 
extent. 

The buyer requires extensive and 
distinctive service and much that he 
expects may properly originate with 
the insurers, but he logically turns 
to their agent for fulfillment. That 
individual cannot escape practical re- 
sponsibility to both buyer and seller. 
He must be versatile and vigorous 
but not vacillating. 

We must first consider the broader 
aspects of insurance problems to fully 
appreciate the relationship of buyer 
and distributors. 

ee @°e@ 
INCE the requirements of society 
are complex, there must be maxi- 
mum united effort to make insurance 
comprehensible and flexible enough 
to meet these conditions. It is the 
duty of each contracting party under 
a policy to make the agreement cor- 
rect at the beginning and to see that 
it is maintained in accordance with 

the changing conditions. 

Buyers and sellers of insurance 
who have encountered difficulties in 
protecting risks with so-called stand- 
ard forms, will doubtless agree that 
there are numerous permanent 
changes in business methods which 
necessitate rather drastic policy modi- 
fications. While it is disconcerting to 
make these alterations, and standard- 
ized forms are to be desired where 
practical, the primary objective is 
protection which the needs of today 
and tomorrow demand. 


important de- 
facilities, 


been 


There is tremendous waste in es- 
tablishing buyers’ requirements, in 
distributing insurance and servicing 
the insureds. It is well known that 
many risks are changing from one 
carrier to another, or from one agency 
to another and the spectacle of com- 
petitors constantly endeavoring to 
retain the account or snatch it away 
from another is no credit to either 
the buyer or seller. 

A fundamental need is the use of 
more comprehensive policies to cover 
allied hazards, with simplification of 
policy wording. This would reduce 
errors, expenses, controversies, and 
build up good will generally. It 
would enable the policyholder to bet- 
ter understand what he is buying and 
he will be more selective and stable 
in his purchasing. If he can compre- 
hend the contract conditions, he will 
be more likely to meet its require- 
ments. The opportunities for the sale 
of unsound, illogical protection, will 
be reduced and the need for restric- 
tive laws diminished. 

There is not time to recite here the 





details of all needed adjustments, 
but appropriate insurance protection 
requires the best method of applica- 
tion, and constant diligence on the 
part of insurance users and those who 
service them. The days of infrequent 
and minor changes are past. Service 
is everything and he who would serve 
well must be equipped with compre- 
hensive insurance knowledge, with a 
reasonably clear perception of modern 
business and economic requirements. 


UCH of the insurance expendi- 
ture is needless or fails to pro- 
duce coverage where most needed. 
The excessive cost is due to lack of 
prevention initiative, improper rating 
and by carrying an excessive amount 
of insurance against certain hazards. 
On the other hand, there is a decided 
shortage of protection on many risks, 
either because of insufficient amount 
of insurance placed, or failure to 
recognize hazards. The proper dis- 
tribution of insurance protection on 
an economical basis is one of the 
major problems, and there is a great 
opportunity for extravagance or un- 
due frugality in the use of it. 
There is no justification for insur- 
ance under which nothing can be col- 
lected or which provides for payment 
where there is no loss. Insurance is 
not economical if the premiums over 
a reasonable testing period of time 
far exceed the probable losses, al- 
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The more valuable the property covered, the more technical becomes the problem of 
insurance, in which the company, the insured, and the agent should work together for the 
best interests of all concerned. Above is shown old Faneuil Hall and other buildings in 


the heart of Boston. 











though due allowance should be made 
for the cost of worthwhile services. 

There is no satisfactory formula 
which will show when to insure 
either by the nature of the properties 
or the types of the hazards. Each 
case must be carefully surveyed, with 
the purchaser and the insurer’s rep- 
resentatives working together in 
making the analysis. Neither can do 
this alone satisfactorily. Security of 
position is greatest when protection 
is fully utilized, but not beyond actual 
needs. 

Broadly speaking, the buyer of in- 
surance is not so much concerned as 
to the source of his protection or 
the financing methods of the organi- 
zation which assumes the risk. The 
main thing is to know that his insur- 
ance will actually provide security. 
If protection fails when most needed, 
there is no economy in purchasing, 
and a false sense of security is worse 
than nothing. The selling represent- 
ative who fails to protect his client’s 
interests by creating false hopes, or 
furnishes misleading information 
about the soundness of any insurer, 
is chargeable with serious error. 

e@ ee 

OME of the difficulties which be- 

set the buyer of insurance are 
traceable to the fact that an air of 
mystery has surrounded the subject 
of insurance. If he makes inquiry 
as to the meaning of policy clauses 
or the reason for a regulation, he 
very frequently receives only a vague 
answer. It is true that very few 
buyers read their policies thoroughly 
and many insurance men have stated 
that it would be much easier for them 
to supply needed protection if the 
buyers were better informed on in- 
surance subjects, yet there has been 
little encouragement offered to the 
seeker of knowledge. Only on ex- 
ceedingly rare occasions does the in- 
surance representative who makes the 
sale, enlighten the insured as to the 
degree of protection afforded by the 
contract. Often the result is contro- 
versy at time of loss, or the creation 
of ill will towards the insurers and 
their representatives. 

It is gratifying to observe a grad- 
ual, but changing attitude. Numerous 
buyers are scrutinizing their policies 
more and making a real study of in- 
surance problems. Many buyers are 
meeting together on their own initia- 
tive or under the auspices of business 
organizations, that they may become 
better acquainted with insurance 
needs and available coverages. It is 
logical that this movement should 
grow and the need for it has been 
effectively demonstrated. 

The non-partisan insurance forums 
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of the American Management Assn. 
participated in by policyholders, pro- 
ducers’ and insurers’ representatives, 
have revealed much and the friendly 
relationships thus created are condu- 
cive to a mutuality in insurance en- 
deavors of benefit to all interested in 
the business of producing and using 
insurance. 
eee 

T is regrettable that many incon- 

sistencies exist in applying insur- 
ance and fixing rates, often remaining 
undiscovered for years. While the 
insured ought to learn for himself 
that he has the best there is at reason- 
able rates, nevertheless there should 
be voluntary adjustments in keeping 
with current practice. There is natural 
resentment against the carrier, agent 
or broker, when the policyholder finds 
that there has been discrimination. 

An insured may properly ask why 
he is required to pay 300% more for 
insurance on property in one state 
than in an adjoining state when phys- 
ical and exposure conditions are 
identical, or why he is not permitted 
to insure under a certain favorable 
policy form when his friends engaged 
in similar operations have such priv- 
ilege. A purchaser wonders why he 
may obtain fire and sprinkler leakage 
together under a standard form, but 
cannot buy sprinkler leakage coverage 
singly on the same standard form. 
He is surprised again when informed 
by a fire insurance company that the 
rules will not permit it to issue a 
type of policy and finds another com- 
pany associated with the first, can 
do it. 

With confusion of contract and 
practice and prevalent lack of interest 
on the part of the general public, un- 
scrupulous insurers and selling rep- 
resentatives have made the most of 
the situation, resulting in much dis- 
satisfaction and prejudices from 
which the entire insurance business 
has suffered. To protect the public 
legislatures pass laws and set up 
standards for policy contracts, but 
they are not uniform. Users of in- 
surance are frankly puzzled at some 
of the obstacles encountered in ob- 
taining logical policies for legitimate 
risks. Undoubtedly the best interest 
of the insured is safeguarded by rea- 
sonable restrictions, but policy forms 
and regulations must be practical as 
well as basically sound to meet eco- 
nomic needs. The policy contract is 
between the insurer and the individ- 
ual insured, and if the latter can qual- 
ify as a safe risk, he naturally con- 
cludes that he should not be penalized 
for the short comings of other in- 
sureds. 

Long affiliation between the con- 
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tracting parties is productive of eco- 
nomical insurance with pleasant re- 
lationships, but policy holders must 
be pardoned if they switch their 
loyalty when the carrier or its agents 
are unprepared to meet the require- 
ments of the individual case. 


ANY insurance buyers are 

beginning to realize the im- 
portance of mastering the broad prin- 
ciples of insurance, not with the idea 
of usurping the position of the un- 
derwriter’s representatives, but to 
enable the parties to come to a closer 
understanding, that there may be bet- 
ter protection, less complications, and 
lower costs for all. The business man 
watches the commodity market and 
maintains testing laboratories that he 
may know what he is getting in raw 
materials and supplies. He should be 
prepared to test his insurance with 
equal thoroughness. He cannot know 
that the policy fits unless he acquires 
basic knowledge of the business. The 
larger the business interests which 
he represents, the more he will need 
to know of insurance procedure. 

In the interest of security and self- 
preservation many purchasers will 
rely upon their trade associations and 
unbiased insurance counsellors unless 
they can find in their vicinity an agent 
who is thoroughly versed in insurance 
matters and ready to render the full 
measure of service. The support 
given to insurance buyers associations 
during the recent depression years 
exemplifies the need for a new type 
of knowledge and service. 

High pressure purchasing is no 
more appropriate than high pressure 
selling, but convincing facts and con- 
siderable initiative seem to be essen- 
tial to good insurance buying. 

On many occasions when leading 
buyers seek new or modified cover- 
age, they are given the impression 
that restrictive laws or other difficul- 
ties prevent, yet subsequent develop- 
ments indicate that selfish motives or 
inertia, more than laws, influenced the 
situation. An outstanding example is 
the case of a buyer who sought auto- 
matic protection for branch ware- 
house and dealer’s stocks located in 
numerous places. He was told that 
such a policy had never been written 
and it was intimated that he ought 
not to ask for such coverage. After 
prolonged efforts and persistent work 
of efficient agents, a multiple location 
floater policy was obtained for the 
Graton & Knight Co. We were told 
that it was the first general floater 
of that type ever written. You know 
the extent to which this kind of 
policy is utilized today. Modern busi- 
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ness requires automatic and flexible 
protection. 

Many years ago we urged a new 
type of business interruption insur- 
ance, pointing out that the per diem 
form with its 100% co-insurance 
feature was inequitable when applied 
to intangible future expenses and 
profits. That new form or a similar 
policy is now available from many 
leading insurers. 

These are not isolated cases of 
difficulties experienced in getting 
what is needed. 

Buyers are not disposed to pur- 
chase protection from other than the 
well established and best insurers, 
nor do they turn to self-insurance, 
unless the old sources fail them. 
More often than not, competition 
centers on form of coverage rather 
than price. 

eee 

RACTICALLY all business is 

transacted thru agents or repre- 
sentatives, not with principals, and 
the widespread application of insur- 
ance requires a large group of inter- 
mediaries to furnish the contact 
between underwriters and insureds. 
The exact relationship of agents and 
brokers to the insureds is misunder- 
stood by many and the average buyer 
probably makes no distinction be- 
tween the two. In fact, his under- 
standing of the insurance set-up or 
the lack of it, places all sellers of 
insurance in the same category. He 
believes that they are legal represent- 
atives of the underwriter with power 
to alter the policy contract by their 
own hand and to make liberal dis- 
pensation of the underwriters funds, 
regardless of contract terms. 

It has been common practice to 
accept the statements and _perfor- 
mances of agents, brokers and their 
employees, as sufficiently effective, 
but unfortunately the services rend- 
ered by many agents and brokers fall 
far short of requirements. In two 
recent cases agents supplied an in- 
terpretation of the policy contract, 
over their own signature, and without 
question were exceeding their author- 
ity, at the same time misleading their 
clients into the belief that they were 
protected against certain hazards 
when they were not. 

In any matter as complicated as 
insurance, it is quite natural that 
there should be differences of opinion, 
and the submission of a great many 
cases to the courts furnishes proof 
that the intent of the policy contract 
should be set forth in clear cut lan- 
guage, leaving no responsibility of 
major interpretation to the agent. 
The fact that the ratio of unpaid and 
contested claims to the total number 
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of insurance policies written is small, 
does not lessen the seriousness of the 
situation because the buyers seek pro- 
tection for emergencies and not rou- 
tine events. A very great number of 
insurance contracts are potential trou- 
ble makers. 

With laxity on the part of the 
buyers and the number of solicitors 
far in excess of what is required, it 
is natural that the average standards 
of the intermediaries have become 
less proficient and ethical. 

It is evident that purchasers must 
be more discriminating in the choice 
of intermediary advisors, agents and 
carriers, and in the selection of the 
type of contract, to attain security 
for property and business. The situ- 
ation constitutes a tremendous chal- 
lenge to all representatives who make 
the contact between underwriter and 
user. 

We hear a great deal today about 
direct dealings between buyers of in- 
surance and the underwriting com- 
panies. It is our observation that 
buyers in general are not seeking a 
method of purchasing insurance by 
mail, nor do they expect that a high 
official of the underwriting organiza- 
tion will negotiate the contracts, but 
they do want to deal with representa- 
tives who know insurance, what kind 
to use, and how to get it. 

e® @ ®@ 

HE agency or brokerage office 

should be selected for dependabil- 
ity, progressiveness sufficient to keep 
pace with frequent changes in insur- 
ance procedure, and co-operative con- 
cern enough to look after the buyer’s 
interests as though they were its own. 
Knowledge and skill should be com- 
mensurate with the responsibility as- 
signed. 

It is the duty of the agency to pro- 
cure insurance on the best possible 
terms for the user regardless of com- 
mission and this requires integrity of 
the highest order. 

If the agency office has among its 
principals at least one person of long 
experience who knows the many in- 
tricacies of the insurance contract, 
as well as its main legal aspects, there 
will be valuable assistance available 
to the insured. Even if the firm seek- 
ing insurance is fortunate enough to 
have in its own organization a person 
familiar with the fundamental prin- 
ciples of insurance, it would be dif- 
ficult to keep pace with underwriting, 
rate making, and other purely tech- 
nical matters. 

An agency is better qualified if it 
has a former field engineer or inspec- 
tor, for an individual of this type may 
prove of great help in determining 
the safest method of construction, 


alteration, control of hazards, and 
maintenance. 

Any evidence of sharp practices in 
the seller’s dealings with other clients, 
the insurers, or their regulating 
bodies, is clearly indicative of a ten- 
dency to disregard the buyer’s inter- 
ests. 

The best agent will have an efficient 
follow-up system to avoid expiration 
oversight, and assistants who are ac- 
curate in comparing policies, rates, 
or manual requirements. The com- 
plex nature of insurance calls for 
many explanations, and the agency 
which is prepared and willing to 
patiently supply reliable data will do 
much to establish a mutual under- 
standing which is so necessary under 
these types of contracts. 

At the time of a loss, a competent 
agent will be found a practical ar- 
bitrator between the insuring organi- 
zation and the claimant. 

Insurance should be bought and 
sold on its merits. Sentimental con- 
siderations, friendships, and recipro- 
cal trading should not be governing 
factors and untold damage has beeti 
done by relying upon these fragile 
strands. 

It is not always the agent doing 
the largest amount of business who 
furnishes us with the most efficient 
service. It is his knowledge of prin- 
ciples and practices, honesty of pur- 
pose, and creative ability sufficient to 
obtain what the buyer needs, that 
counts. A good agent must place 
himself in the position of his pros- 
pect, realizing that no one individual 
or firm needs every type of insurance 
available and that it will ultimately 
work to the detriment of the seller 
to take advantage of a prospect’s ig- 
norance by selling him coverage which 
is not economically sound for that 
insured. There should be deliberate 
analysis of individual needs. 

Ultimately the success of an agency 
connection depends upon proof of 
faithfulness. 
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HIE effectiveness of the contract 

relationship is largely dependent 
upon the confidence which each party 
has in the other, not only at the in- 
ception of the policy, but thru-out 
its entire period. Unfortunately, the 
square deal seem to have been for- 
gotten in many insurance relation- 
ships. 

A great many insureds believe the 
underwriters are legitimate prey with 
an inexhaustible supply of funds 
which should be generously distri- 
buted regardless of insurance cover- 
age and the actual loss sustained. 
This situation is probably due in part 
to the fact that insurance has for a 























long time been considered as a neces- 
sary evil. Failing to appreciate its 
fundamentals, the average buyer has 
become an easy prey of unscrupulous 
sellers, underwriters, or 
incompetents. 

There was the case of an agent who 
had been given full charge of the in- 
surance affairs of a relative. He did 
not obtain the best protection and 
caused his client to pay out $30,000 
more annually than was necessary. A 
business man paid a claim for in- 
juries because his public liability pol- 
icy did not cover, and he then asked 
his agent for a policy to protect him 
against similar loss, only to learn 
years later that it was of no value. In 
another case, a large buyer of insur- 
ance had been given to understand by 
his agent that insurance forms and 
rates were fixed by law in a certain 
state where the insured had two 
plants. When the insurance was 
checked by an outsider, it was found 
that the rate on one plant was four 
times that on the other without very 
much difference in the hazards. The 
representations were ridiculous and 
the buyer’s confidence was rudely 
shaken. : 

Is it any wonder that buyers of in- 
surance are turning to unbiased in- 
surance counsellors and meeting to- 
gether in conferences, for a solution 
of their insurance problems?  Insur- 
ers and their representatives gen- 
erally, need have no fear of the ul- 
timate outcome if they furnish the 
type of protection and service needed. 
[f the individual plans or policies will 
not stand legitimate questioning, there 
is good reason for alarm, by the spon- 
sors of unsound practices. If they 
meet the test, confidence will be mul- 
tiplied. see 


I’ we expect to go far on the road 

to recovery in the insurance busi- 
ness, we must establish certain prin- 
ciples of action. 

Common understanding is a neces- 
sity, requiring a closer relationship 
between the user of insurance and 
those who supply it. Self interest is 
constantly blocking progress and 
needs to give way to co-operative ef- 
forts. 

Developments of insurance educa- 
tion from a_ practical standpoint 
should be encouraged among buyers, 
sellers, and all those interested in the 
protection of the public against loss. 
Ignorance of requirements is bad 
enough, but insistence upon obsolete 
methods is decidedly harmful. 
Over-insurance is a curse to every- 
body, and there is no place for high 
pressure selling in insurance, for it 


just plain 
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is not a commodity for quick con- 
sumption, but a safeguarding medium 
against unforseen circumstances. 

The practice of “clinching” ac- 
counts by stock purchases, loans, 
planting agency representatives in the 
insured’s office, or appointing buyers 
as agents, is against public policy. 

Prevention facilities should be 
utilized to the utmost. 

Establishment of general confidence 
in the institution of insurance is a 
pressing need. 

ee ®@ 

HE co-operation of all interested 

parties, the buyers, underwriters, 
sellers and administrators, is needed 
to make insurance available in the 
most practical form. Each group has 
pursued its way without full co-or- 
dination and the need of centralized 
collective research is paramount. 

Users of insurance do have an in- 
terest in the problems of the insurers 
and their agents, and unless there is 
fellowship and collaboration in solving 
those problems, the business will not 
be stabilized to the point where maxi- 
mum use is made of this safeguarding 
feature. It is a time for fact finding 
by all and for all. There is need of 
constructive progress rather than con- 
stant waste of energy in repairing 
goodwill fences. It is better to sub- 


merge individual desires for the 
moment and consider what is the 


thing to do for the insurance business 
as a whole. Without unity, the buy- 
ing public loses confidence and _ all 
suffer in consequence by increased 
costs and higher losses. A meeting 
of minds is impossible unless each 
group is conscious of the nature of 
all issues involved. 

We previously suggested a central 
research bureau and there has been 
favorable support of the idea among 
some of the insurance company offi- 
cials. There is need of a central or- 
ganization or place where suggestions 
and complaints may be filed and a 
study made of the broad problems of 
insurance as they exist in various 
parts of the country. One purpose 
of this bureau would be to formulate 
uniform policies and methods. Buyers 
doing a national business find it diffi- 
cult to understand why insurance 
should operate under a different set 
of regulations in one territory from 
those in another when there is no 
legal requirement for such differences. 

There is no desire on the part of 
buyers to dictate, but they frankly 
feel that their experience in the prac- 
tical application of insurance to mod- 
ern business problems may be of mu- 
tual benefit, and that they could make 
some contribution to the research 
program. 
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The agents occupy a strategic posi- 
tion and may be highly instrumental 
in promoting any cooperative pro- 
gram, 


eee 
HE pitfalls awaiting the insur- 
ance buyer are varied and 
numerous. The chief reason is that 


very few have prepared themselves 
for the responsibility of purchasing, 
distributing, and underwriting to meet 
modern business requirements. Fear 
and suspicion have kept each group 
apart from the other. Procrastination 
has hampered logical developments, 
and induced unethical competition. 
All of these have produced multiple 
prejudices, 

It is not for us to place responsi- 
bility for such conditions as may have 
been unsatisfactory in the past, but 
rather to face the conditions as they 
now exist, conscious of the impos- 
sible task of reaching or contacting 
every needy case, but hoping that 
leaders in each group may coop- 
eratively bring about a large measure 
of improvement. There is no effort 
without its quota of errors, but it is 
better for us to have made the at- 
tempt rather than to be so timid or 
arrogant that we know neither prog- 
ress nor absolute defeat. 

It is a logical prediction that if 
buyers learn to buy, sellers learn to 
sell what is required, and under- 
writers learn to write practical cover- 
age, all seeking to produce insurance 
which will cover the real need for 
ach individual case, we will then 
have real protection with security. 

Buyers expect of their insurance 
agents that degree of loyalty and 
ability which characterizes a true rep- 
resentative of any principal. 








Cure For Dumbness 
liniment 


Jack—“This makes my arm 
smart.” 

Joan—“Why not rub some on your 
head ?”—Answers. ~ 


Some One to Look Up To 

LANDLApY—“A professor formerly occu- 
pied this room, sir. He invented an ex- 
plosive.” 

New Roomer—‘Ah! I suppose those 
spots on the ceiling are the explosive.” 

LANDLADY—“No. they’re the professor.” 
—Annapolis Log. 

Hot Dog’s Cousin 

Teacher was telling her class little stories 
in natural history, and she asked if any 
one could tell her what a ground-hog was. 
Up went a little hand, waving frantically. 

“Well, Carl, you may tell us what a 
ground-hog is.” 

“Please, ma’am, it’s a 
Washington Labor. 


A Word to the Wise 


sausage.” — 


“If you were me, would you accept 
Jack?” 
“If I were you, dear, I’d accept any 


one.”—Smith’s Weekly. 
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Mutual Fire Engineers Meeting 
Oct. 15, 16 


A TWO-DAY MEETING OF THE ASSO- 
CIATION OF MUTUAL FIRE INSURANCE 
Engineers will be held at the Edge- 
water Beach Hotel in Chicago on 
October 15th and 16th. The program 
will be featured by addresses by 
engineering experts on underwriting 
problems and hazards. 

The purpose of the Association, 
which was organized a little over 
three years ago, is to further the per- 
fection of insurance and fire preven- 
tion engineering as practiced by mu- 
tual insurance companies. 

Present officers of the Association 
are R. D. MacDaniel of the Grain 
Dealers National Mutual Fire Insur- 
ance Company, president; E. E. 
Hotchin of the Michigan Millers 
Mutual Fire Insurance Company, vice 
president ; and C. M. Rowley of the 
|_umbermens and Manufacturers Mu- 
tuals, Inc., secretary and treasurer. 


The program follows: 


1. DRY CLEANING SYSTEMS 
3y W. H. Rodda, Mutual In- 
surance Agency, Inc., Wash- 
ington, D. C. 

2. SPECIAL HAZARDS OF PHOTOEN- 
GRAVING, STEREOTYPE AND ELECTRO- 
TYPING PLANTS 

By W. D. Matthews, Improved 

Risk Mutuals, New York City. 
3. MECHANICAL REFRIGERATION 

By T. N. Mordue, Lumbermens 

& Manufacturers Mutuals, Inc., 

Chicago. 

4. DEVELOPMENTS IN AUTOMATIC 

SPRINKLER SYSTEMS AND FIRE EX- 

TINGUISHING EQUIPMENT 
By W. E. Chessman, Improved 
Risk Mutuals, New York City. 

PROTECTION AGAINST EXPOSURE 

FIRES 
sy L. O. Castle, Lumbermens & 
Manufacturers Mutuals, Inc., 
Milwaukee, Wis. 

6. APPRAISALS 

By R. V. Herrin, Lumber Mu- 
tual Insurance Co., Indianapolis, 


un 


Indiana. 
7. COOPERATION WITH FIRE DEPART- 
MENT 
3y B. F. Leib, Grain Dealers 


National Mutual Fire Insurance 
Company, Indianapolis, Ind. 

8. ENAMEL AND BAKERY OVENS 
3y H. C. Hubbard, Mill Mu- 
tuals Agency, Columbus, Ohio. 

9. ELECTRICAL HAZARDS 
3y A. N. Faupell, Grain Dealers 
National Mutual Fire Ins. Co., 
Omaha, Nebraska. 

10. HAZARDS OF INOPERATIVE 

FACTURING PLANTS 

By H. I. Hawlick, Millers Mu- 
tual Fire Insurance Association, 
Alton, Illinois. 

11. PRESENTATION AND FOLLOW-UP OF 

RECOM MENDATIONS 

3y L. W. Bowman, 
tuals Agency, 
Minnesota. 

12. RATING SERVICE 
3y E. E. Zimmerman, Millers 


MANU- 


Mill Mu- 
Minneapolis, 
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Mutual Fire Insurance Asso- 
ciation, Alton, Illinois. 

13. PAINTING, LACQUERING AND FIN- 
ISHING HAZARDS IN FACTORIES AND 
GARAGES 

By P. J. Baker, Mill Mutuals 
Agency, Lansing, Michigan. 
14. woopWORKING INCIDENTAL TO 
MANUFACTURING PLANTS 
3y M. H. Blankenhagen, Lum- 
ber Mutual Insurance Company, 
Detroit, Michigan. 
15. INDUSTRIAL FURNACES 
By R. C. Massman, National 
Retailers Mutual Insurance 
Company, Chicago, Ill. 

16. COMMON HAZARDS OF 

METALWORKER 
By F. C. Thomas, Lumbermens 
& Manufacturers Mutuals, Inc., 
Chicago. 

17. FEATURES NECESSARY IN 
TION REPORTS 

3y C. M. Rowley, Lumbermens 
& Manufacturers Mutuals, Inc., 


ORDINARY 


INSPEC- 


Chicago. 
ee @ @ 
McFadden Atlantic Trustee 
AT THE QUARTERLY MEETING OF 


THE ATLANTIC MUTUAL INSURANCE 
company, held October 3rd at the 
home office, 49 Wall Street, New 
York, John H. McFadden, Jr., of the 
firm of George H. McFadden and 
Bro., 60 Beaver St., and president of 
the New York Cotton Exchange, was 
elected a trustee. 


Convention of Northwestern 
Mutual Association 


THE SIXTEENTH ANNUAL CONVEN- 
TION OF THE NORTHWESTERN ASSO- 
ciation of Mutual Insurance Com- 
panies drew a large attendance to the 
Hotel Francis Drake in Minneapolis, 
where the meetings were held on Sep- 
tember 24th and 25th. 

The program of the 24th was given 
over mainly to organization matters 
with the president’s address, secre- 
tary’s report, reports of committees 
and general discussion, together with 
a get-together luncheon and the an- 
nual meeting of the association. 

The formal program of the second 
day was as follows: 

9:30 A.M.—Call to order. 

10:00 A.M.—Safety vs. Recklessness 
—J. A. Gunn, President Employ- 
ers Mutual Casualty Company. 

10:30 A.M.—Where Do We Go From 
Here?—Sidney Anderson, Vice- 
President, General Mills, Inc. 

11:15 AM.—Value of Inspection 
From The Company Standpoint 
Gleason Allen, Manager, The Mill 
Mutuals. 

12:00 P.M.—Adjournment for lunch. 

1:30 P.M.—What Are the Require- 


ments of a Desirable Agent ?— 
Henry Weihbreght, Secretary— 
Badger Mutual Fire Insurance 


Co., and W. C. Anderson, Gen- 
eral Agent—Town Dwelling Mu- 
tual Fire Ins. Co. 





2:30 P.M.—Selling Mutual Insurance— 
R. A. Boushor, Sales Manager— 
Hardware Mutual Fire Ins, Co. 


3:00 P.M.—Farm Cyclone Insurance— 
Harry P. Gross, Jr., Ass’t. Sec’y— 
Iowa Mutual Tornado Ins. Ass’n. 
The officers of the Northwestern 
Association are: 
President—Henry Weihbrecht, Mil- 
waukee, Wis. 
Vice President—R. D. Austin, Mason 
City, Ia. 
Sec.-Treasurer—S. T. Sager, Minne- 
apolis, Minn. 
Directors—R. E. Fate, Fargo, N. 
Dak., M. H. Falkenheimer, Algona, 
la., W. A. Swart, Sioux Falls, S. 
Dak., L. A. Mingenbach, Stevens 
Point, Wis., Gleason Allen, Minne- 
apolis, Minn. 
ee ® 


New Vice-Pres. for Central 
Mutual Casualty of K. C. 


ANNOUNCEMENT HAS BEEN MADE 
OF THE ELECTION OF JOHN G. OWEN 
as vice-president and director of the 
Central Mutual Casualty Company of 
Kansas City, Missouri, at a recent 
meeting of the board. 


Savannah Mutual Host 

(Continued from Page 10) 
to a round trip for a fare and a third. 
No validation at Savannah will be re- 
quired to make the return portion of 
the ticket good, which arrangement 
will obviate the annoyance in this re- 
spect which has been unavoidable in 
other years. @ @ @ 


Insurance Agents Meet 
(Continued from Page 19) 
Mutual Fire Insurance Co. Mr. 
Taber explained the great workings 
of the R. fF. C. Mr. Thorpe a very 
entertaining speaker, gave a talk on 
current events. Mr. Peters pointed 
out the advantages of keeping the 
personnel of mutual insurance organi- 
zations of all kinds up to the highest 

standard. eee 


Editorial 
(Continued from Page 6) 

preliminary data now in our hands, 
it seems apparent that 1934 will show 
the mutual companies establishing 
new high marks in both the fire and 
casualty fields. These figures ex- 
plain the present concentration on the 
problem of mutual competition, by 
stock executives, but the facts as re- 
flected by statistics demonstrate also 
that questionable and devious meth- 
ods, and sly anti-mutual propaganda, 
are not effective in stopping the mu- 
tual advance. 





























"Bunk of the Month" 


(Continued from Page 18) 


economic philosophy having been 
built upon pure self-interest, it cannot 
be considered as being capable of 
judging what is, or is not, best for 
the economic interests of the public. 

Mutual insurance continues every 
year to make great savings to the in- 
suring public of this country. Its 
fundamental basis of operation lays 
emphasis upon fire and accident pre- 
vention; the competition of the mu- 
tuals keeps rates down and service up. 
The need for the mutual form of cov- 
erage is economically more necessary 
to the public interest today than ever 
before. 

ee 8 


Y the question, “Do you advocate 
the mutualization of all busi- 
ness?”, Mr. Greeno hopes to find 
some support for his apparent belief 
that the mutual form of organization 
is opposed to the corporate form of 
doing business. This is another ques- 
tion which was fully answered in a 
prior issue of the Journal (March, 
1934). Many of the stock agents try 
to prejudice business men against mu- 
tual insurance by crying that the mu- 
tual plan is opposed to the individual- 
istic form of business enterprise. It 
is entirely overlooked that all insur- 
ance is fundamentally mutual, no 
matter what type of corporate form 
of organization the service unit may 
take. As pointed out in our former 
editorials and articles on this subject, 
there is a decided difference between 
insurance and the average enterprise, 
such as the manufacture of automo- 
biles or pianos, for example. Ob- 
viously, the business of a manufac- 
turing concern, which delivers a defi- 
nite commodity for an agreed price, 
pays its share of interest on its in- 
vested capital, and makes a profit, is 
in no way comparable to an insurance 
company which offers a promise of 
protection involving indemnity which 
it may never be called upon to deliver. 
The manufacturer of automobiles 
spends his own funds to build or rent 
a plant, to purchase raw materials out 
of which he produces a finished prod- 
uct that the public may or may not 
choose to buy. He does not first col- 
lect from the prospective purchaser 
and use the latter’s funds in the mak- 
ing of his product. Getting his invest- 
ment back again with a profit, if pos- 
sible, depends upon his ability to 
create and sell something the public 
can and will use. 
Insurance on the other hand, is 
purely a service. It has been fre- 
quently admitted and often stated by 
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responsible stock insurance men that 
“all insurance is fundamentally mu- 
tual and depends upon the contribu- 
tions of the many to take care of the 
misfortunes of a few.” Thus, insur- 
ance companies are service organiza- 
tions which accumulate, from the pol- 
icyholders, the funds out of which 
losses and expenses are paid and the 
necessary reserves set up. Unlike the 
manufacturer of automobiles, who 
must produce a car, put it on the 
show-room floor, and deliver it to a 
customer before payment is received, 
the insurance company first secures 
the funds from the policyholders and 
then pays the losses out of those 
funds as necessity requires, 

Mutual insurance began right in 
the first place by asking itself not, 
“How much can be made out of it ?”’, 
but, “What is the best means of ren- 
dering insurance service?” Mutual 
charges are thus on the basis of serv- 
ice for handling money put up ini- 
tially, not by stockholders to make 
more money, but by policyholders to 
protect themselves against loss due to 
some misfortune beyond their con- 
trol. There is no thought of antag- 
onism to profit. That element has 
not entered into the picture since the 
assureds are serving themselves with 
their own cash. All insurance is fun- 
damentally antisocialistic since its 
whole program of operation is based 
upon private property and individual 
responsibility. If there were no pri- 
vate property, there would be nothing 
to insure, whereas under state owner- 
ship there would be only community 
losses and gains, a system which 
would admit of no need for the dis- 
tribution of losses. Therefore, one 
can be a rugged individualist and still 
embrace mutual insurance. There is, 
thereby, no conflict with the theory 
of private property or of earned 
profit. That is why the mutual plan 
of operation is really the very founda- 
tion stone of insurance. There is a 
great and obvious difference between 
insurance and other enterprises af- 
fected with the public interest, such 
as railroads and public utilities. 


OMETHING is said about the 

age of the mutual and stock com- 
panies. There is nothing in our reply 
to Mr. Hassinger which has anything 
to do with the age of the respective 
groups of carriers, excepting that in 
listing the mutual companies doing 
business in Louisiana and Mississippi, 
the length of time each has been in 
business was shown. We presume, 
however, that he has reference to the 
statement frequently made that mu- 
tual insurance is the oldest form of 
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insurance in this country. As has 
been pointed out in another para- 
graph, the first insurance company in 
the country was a mutual and has 
been continuously in business since 
1752. It is true, therefore, that the 
mutual plan of mutual system is the 
oldest system of insurance in this 
country today. As a matter of fact, 
it is perhaps the oldest form of de- 
pendable insurance in the world. 
There are, undoubtedly, more cen- 
tury old mutual companies than there 
are stock companies, and the average 
age of all mutuals is greater than the 
average age of all stock companies. 

The mutual plan of insurance has, 
very positively, stood the test of 
time, and has thoroughly proved itself 
as a most reliable and dependable 
form of protection. This is true in 
spite of the efforts of the stock par- 
tisans to misrepresent the system and 
discredit the companies. 

There is a query concerning what 
contribution the mutuals have made 
in originating new forms of insurance, 
such as personal accident, automobile 
liability, explosion, boiler, aircraft, 
etc. Because the information is of 
no particular value we have not taken 
the trouble to find out who happens 
to be, or claims to be the originator 
of these forms of protection. Such 
coverages have arisen more or less 
spontaneously as the need for them 
became apparent. It certainly is not 
pertinent to the discussion of the com- 
parative merits of mutual and stock 
insurance. It is of no more impor- 
tance to the insuring public than the 
names of the inventor of the auto- 
mobile, and those responsible for its 
constant improvement in operating 
mechanism and design, are of any 
particular value to the purchaser or 
driver of the modern car. Insurance 
ideas originate from a common pool 
of experience, which is continually 
being fed by all forms of coverage. 
What is of real importance is that the 
mutual plan of protection for any 
kind of insurance is sound and de- 
pendable, at a cost which more nearly 
measures correctly the hazards of the 
risks, and that the policyholders’ in- 
terests are placed above those of third 
parties. 
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M® GREENO gives attention 
next to reciprocity. We have 
absolutely no objection to a stock in- 
surance man making his purchases 
from those who, in turn, are covered 
by stock insurance. We do criticise, 
however, as dishonest the inspired 
campaign of stock enthusiasts who at- 
tempt to kid the manufacturers and 
merchants everywhere in this country 
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into believing that their livelihood de- 
pends upon the patronage of stock in- 
eal e people. The campaign is 
built on bluff and bluster. Promises, 
which cannot be made good, are 
freely made. Warning is given of loss 
of business not there to lose. The im- 
plied promise to Hupmobile that 300,- 
O 1) stock insurance agents would be- 
come boosters of Hupmobile cars if 
the company switched from mutual to 
stock was a promise which could not 
be kept. The frequent threat made 
to local merchants that they stand to 
lose so much in dollars and cents in 
trade unless stock insurance is car- 
ried is based on a false premise. The 
reciprocity racket has been pretty 
thoroughly debunked in recent articles 
in this Journal, Every manufacturer 
who is a purchaser of mutual insur- 
ance may receive letters from stock 
partisans threatening him with loss of 
trade, even though those making the 
threat have never purchased the com- 
modity which the manufacturer has 
to sell. The effort is made to cause 
the local merchant to believe that the 
stock insurance agent is the only sup- 
porter of the home-town business 
man; and, at the same time, the mail- 
order house is told by the same clique 
that the stock insurance man is its 
strong booster and supporter, and is 
likewise threatened with loss of trade 
if it interests itself in an insurance 
company of its own, or in any insur- 
ance which is not of the stock variety. 

It is a favorite device to report to 
the local reciprocity committee the 
amount of money available for ex- 
penditure in the home community by 
the stock insurance group. Thus an 
agency receiving commissions of $10,- 
000 a year, and paying out $5,000 of 
that amount for its office expenses 
consisting of salaries to clerks, 
stenographers, sub-agents, etc., lists 
$15,000 as the amount available for 
expenditure with the home town mer- 
chant. Thus it is seen how the total 
amounts are exaggerated. The 
“scratch my back, [ll scratch yours,” 
philosophy has been thoroughly dis- 
credited as unsound—and has been 
rejected by many of the stock people 
themselves. 
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HE Greeno discussion refers to 

the matter of whether there are 
too many insurance agents. This was 
not emphasized in the Hassinger con- 
troversy, but his reference is un- 
doubtedly to subsequent discussions 
growing out of the letter-writing 
campaign that certain stock agency 
groups are directing at local business 
men known to be mutual policy- 
holders. We assume that there are 
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not too many mutual agencies, at 
least if we are to believe the stock 
company partisans who inform the 
local business men that there are no 
mutual representatives local to the 
community. We know, of course, 
that there are such local mutual men. 
We have said that the number of mu- 
tual representatives in a community 
is largely determined by the amount 
of business written therein, and that 
n purchasing mutual insurance just 
as much or more money is finally left 
in the community, to be used locally, 
as there was in connection with the 
purchase of stock insurance. This is 
supported by undeniable facts. Mr. 
Greeno names certain companies as 
conducting a mail-order campaign in 
his community. The companies to 
which he refers have local representa- 
tion in his city. We have not seen the 
letters of solicitation which those 
companies are supposed to have writ- 
ten. We can see wherein the state- 
ment (if made) that the policyholder 
was throwing money away by dealing 
with the agent in a very great many 
instances could literally be true. We 
need only recall statements made by 
the stock agents themselves in the 
press, and, particularly before legisla- 
tive committees, of the woeful in- 
competency which prevails among the 
production forces in the various 
states. It was most enlightening to 
hear the speeches made by the in- 
surance agents before the Insurance 
Committee of the New Jersey Gen- 
eral Assembly on the ability and 
qualifications (or rather, lack of 
them) of many agents in that state. 

The stock people claim, or at least 
try to leave the impression, that the 
interests of the policyholders are best 
served only when their insurance 
needs are handled by the local insur- 
ance agent, paid on a commission 
basis, just so long as such agent sells 
a stock insurance policy. It is true 
that there is a great difference in 
agents, good and bad, just as there is 
between companies of all types. How- 
ever, how they are paid has nothing to 
do with competency. Mr. Hassinger 
in his open letter alleged that all mu- 
tual insurance was bad and all stock 
insurance was good. Many of the 
stock people try to make the public 
believe this, but such an inference is 
of course absurd. 
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ao was called to the 


salutation used in some of the 
circulars sent out by certain com- 
panies. In one of the cases mentioned 
it is said that the letters were ad- 
dressed to automobile owners as 
“Selected Automobile Owners.” This 


seems rather unimportant as far as 
this discussion is concerned. Such a 
salutation is undoubtedly flattery as 
applied to some to whom the letters 
were sent. Naturally a company does 
not and cannot make an advance in- 
vestigation of the desirability of all 
those to whom it might sell insurance ; 
such an investigation is however, or- 
dinarily made at the time the prospect 
becomes an interested one, or becomes 
an applicant for a policy. Every day 
companies reject business after re- 
ceiving information which leads them 
to believe the prospective policyholder 
would not be desirable. 

Mr. Greeno’s question with refer- 
ence to the Lumbermens Mutual Cas- 
ualty Company and the American 
Motorists Insurance Company, the 
former a mutual and the latter a par- 
ticipating stock company, but both un- 
der the same management, is a very 
interesting one, and brings to mind 
the very old story about the Republi- 
can and Democrat neighbors who be- 
came involved in an argument about 
politics and the surer way to national 
prosperity. The story goes that as a 
result of the argument, although 
neighbors, they remained enemies for 
the rest of their lives. It would seem, 
from what Mr. Greeno says, that the 
agent for the American Motorists has 
some difficulty in competing with the 
agent of the Lumbermens, and thus 
lays stress upon the assessment clause 
in the mutual policy. His difficulty 
is due, no doubt, to the soundness of 
the mutual plan, despite the fact that 
the stock company he represents is 
actually under mutual management. 

Weare afraid that Mr. Greeno will 
have to give the Kemper organization 
credit for its foresight in offering to 
the insurance buyer (who has either 
been poisoned against mutual insur- 
ance or who does not sufficiently un- 
derstand the soundness of its theory) 
a stock company operated and man- 
aged on a mutual basis. The natural 
result, it would seem, is that the pol- 
icyholders of the American Motor- 
ists are being mutualized almost as 
surely as if they were policyholders 
in a mutual company. 

If, in connection with this competi- 
tion, the assessment liability question 
is misrepresented by the agent for the 
American Motorists, such an action 
is subject to censure. On the other 
hand, it is not hard to understand why 
he might emphasize the non-assessa- 
bility of his company’s policy to peo- 
ple who are concerned about the lia- 
bility for assessment, because of 
mistaken idea of what an assessment 
really represents. 

Naturally, the soundness of an in- 
surance company is largely a matter 





























‘of management rather than type, al- 


though the mutual type lends itself 
to greater conservatism by the very 
fundamentals on which the system 
rests. The two companies referred to 
are under the same management, and 
are very stable and sound institutions 
with an excellent loss-paying record. 
One is as carefully managed as the 
other. In a situation such as this, 
there can be no doubt but that the 
one insured in the mutual company 
is better off than he would be in the 
stock company, because he receives as 
good service and as sound a form of 
protection at a lower net cost. There 
is no inconsistency in the operation 
of the two companies by the same 
management, when one is acquainted 
with the facts. The reasons underly- 
ing the organization of the participat- 
ing company are perfectly legitimate 
and justifiable. The profit motive, 
however, is secondary. 


ITH reference to Mr. Greeno’s 
next question, which has al- 
ready been partially answered, we are, 
of course, not in a position to know 
whether the prospect list in the pos- 
session of any company is based upon 
information furnished by friends of 
the prospects or in some other way. 
Sales managers yenerally have, it 
would seem, their own way of pro- 
ducing results, and use méthods with 
which this Journal is not particularly 
concerned nor familiar. Oftentimes, 
we are mystified as to why they pro- 
ceed as they do, but being specialists 
in a line far afield to us we hesitate 
to be unduly critical. We have ex- 
perienced instances wherein friends 
have furnished certain information of 
this character. In connection with 
our own advertising campaign, there 
have been cases where stock agents 
have requested that information on 
mutual insurance be sent to their fel- 
low agents and without the knowl- 
edge of those listed to receive it. 
The question regarding the selec- 
tivity of risks, we are not disposed 
to argue or comment on at great 
length. It is in this connection we 
again find the stock partisan carrying 
water on both shoulders. I‘rom one 
end of the country to the other, they 
have complained loudly that the mu- 
tual companies are taking the cream 
of the business, and that is the view 
which generally prevails. Mr. Greeno, 
on the other hand, says the mutuals 
write the hazardous type of risk. 
If so, they must be doing a good job 
in educating such risks to better fire 
and accident prevention methods, for 
the underwriting record over the 


JourRNAL oF AMERICAN INSURANCE 


years shows the mutuals as enjoying 
the best results. What is really im- 
portant to the public is that the 
mutual superiority (in whatever the 
direction may be) enables the mutual 
carriers to do a job as good or better 
for the policyholder at a consistently 
lower cost. Perhaps the savings are 
entirely due to the capable and con- 
servative management of the com- 
panies rather than to the selectivity 
of their business. However, the rec- 
ords support the proposition that the 
mutuals are better or more careful 
underwriters than are the stocks. 


. Underwriting ability varies, and 
judgments differ. There undoubtedly 
are mutuals which are not as good 
underwriters, or as careful in the 
selection of their business, as are 
some of the others. The element of 
chance does play a part, for even the 
best risk may burn. The chance of 
loss, however, is much greater in 
those cases where the property is 
owned by the negligent or careless. 
Tt is true that loss ratios might be 
affected by claim adjustments, but 
we are presumably talking of reput- 
able companies, both mutual and 
stock. 


Some mention is made of the re- 
tirement from insurance agencies. 
Naturally, company rules in this con- 
nection differ. In the instances cited 
we presume there were other consid- 
erations for the retirement along with 
the high loss record of the agency 
over a period of years. 


HETHER any mutual casualty 

companies have survived as- 
sessments is of no importance to the 
risk seeking proper insurance pro- 
tection; and it means nothing in de- 
termining whether mutual or stock 
insurance is the better. But the di- 
rect answer to the question, “Has 
any mutual casualty company ever 
survived an assessment ?”, is “yes.” 
Outside of the taxi-cab mutuals and 
mutual benefit societies, which in 
fairness cannot be classed with the 
general group of casualty companies 
operating on the mutual plan, there 
have been very few failures. 


If one takes the trouble to examine 
the record, he will find the mutual 
casualty carriers more successful than 
the stocks, who are bitterly lamenting 
their inability to write some classes of 
casualty insurarice at a profit. In Mr. 
Greeno’s own state, New York, no 
workman nor employer has ever lost 
a dollar through the failure of a 
mutual company writing workmen’s 
compensation. And at the same time, 
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since 1914, mutual casualty com- 
panies have saved the employers of 
New York state more than $30,000,- 
000 in the cost of their workmen’s 
compensation insurance alone. 

The fire business is a great deal 
older than the casualty, and through- 
out the years it has been the rule that 
mutual fire companies have survived 
assessments. The interesting fact, 
however, is that an insignificant num- 
ber of companies, of the size which 
permits of their operating in more 
than one state, have ever failed or 
found it necessary to assess their 
policyholders. 


HE same general reply might be 

made to Mr. Greeno’s next ques- 
tion. Whether policyholders have as- 
sumed additional liability or not we 
do not know. We would assume not. 
The relationship of a mutual policy- 
holder to the company is a contractual 
one ; the contract governs the liability 
and such liability is strictly limited. 
And only in thinly scattered cases 
have stockholders in stock companies 
ever put up additional funds; not, 
however, for the benefit of policy- 
holders or loss claimants, but because 
of a desire to protect their original 
investment. Such action has been 
taken in the past only in those in- 
stances where there seemed a possi- 
bility of enabling the company to 
continue in business. However, it is 
evident from the large number of 
failures of stock insurance companies 
that very little has been done along 
this line, particularly during the great 
test of the depression. 

Whether any salaried representa- 
tive or agent of any company has ever 
paid out of his own pocket to supply 
new insurance for his clients who 
found themselves without protection 
because of the failure of the insurance 
companies in which the agent had 
placed the insurance, we do not know. 
In our opinion, even though some 
might have done so, their action 
would have no bearing at all on the 
question of the stability of mutual 
insurance as an institution. Neither 
can the action of the two agents to 
which reference is made by Mr. 
Greeno have any bearing on the 
stability of stock insurance. It may 
be that these agents at one time 
told their clients that the Union 
Indemnity, being a “guaranteed stock 
insurance company” (to use Mr. 
Hassinger’s description of stock in- 
surance), could not possibly fail; 
that when the failure did come they 
felt that they absolutely had to make 
good; or they may have felt that if 
they were to stay in business in 
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Rochester and hold their heads up 
in their home town, the outlay was 
a good investment. 

Insurance cannot be sold on the 
remote probability that, in the event 
of the failure of the company in 
which the representative places the 
insurance, the agents might pay out 
of their own pocket the unearned 
premiums due. And then, what about 
the unsatisfied loss claims? We are 
afraid that Mr. Greeno will be una- 
ble to find any selling points for stock 
insurance along this line. 


EFERRING now to the miscel- 

laneous paragraphs with which 
Mr. Greeno closes his article we say, 
and again not unkindly, that we have 
no particular interest in setting at 
rest any doubts which he might have 
concerning mutual insurance. As 
said before, we were chiefly inter- 
ested in the kind of a defense he 
would make to Mr. Hassinger’s anti- 
mutual statements. We wanted to 
know what sort of facts he thought 
substantiated Mr. Hassinger’s allega- 
tions, and in connection with which 
he presented no proof in his speech 
(nor, alas, in his article). 

This Journal has made neither un- 
justifiable nor unreasonable sarcastic 
reference to stock agents as such. 
We have repeatedly differentiated the 
honest stock agent from the other 
kind. We have from time to time, in 
past issues of our publication, taken 
infinite pains to do just that. 

And as to a comparison of the best 
with the worst, Mr. Greeno entirely 
overlooks the fact that Mr. Hassinger 
made absolutely no effort to differen- 
tiate between companies operating on 
the mutual plan. He unqualifiedly 
condemned every mutual company 
operating in Mississippi and Louisi- 
ana, and made bold to say that any 
agent who represented a mutual com- 
pany would do well to make ready to 
depart hurriedly from the state. This 
advice was given on the assumption, 
of course, that all mutual insurance 
was unsafe, and not to be relied upon; 
not that Y Company or Z Company 
was unreliable. In fact we challenged 
Mr. Hassinger to name the unreliable 
mutual companies doing business in 
the states mentioned. He never has 
replied. 
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N making this challenge we natur- 

ally made reference to the Union 
Indemnity, because that company was 
one located in Mr. Hassinger’s home 
town and was a stock insurance com- 
pany, thus falling into the class of 
companies which Mr. Hassinger said 
dealt in “Guaranteed Insurance.” 
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This Journal, as has been said before, 
answers attacks and does not make 
them. Nothing can be found in the 
articles in this publication, nor in the 
National Advertising Campaign con- 
ducted by the mutual companies, that 
attacks stock insurance or the agents 
of stock insurance companies. As a 
matter of fact, it was the stocks who 
started the campaign of misrepresen- 
tation. The stocks were the origin- 
ators and distributors of the alleged 
list of mutual company failures, a list 
which they used for many years in 
attempting to frighten the public from 
mutual insurance. Most of such lists 
circulated were anonymous. They 
were padded with the names of 
Lloyds and Reciprocals, and cited 
cases as mutual failures which had 
merely changed their names or had 
moved from one address to another : 
and moreover, there were to be found 
in the list quite a number of stock 
companies. The whole campaign 
from its very inception was one based 
upon misrepresentation and libelous 
attack. Responsibility for the latter 
was avoided by means of generaliza- 
tion rather than specification, and by 
the use of anonymous material. It 
is clearly evident from the corre- 
spondence we have had ‘with Mr. 
Greeno, and the statements which he 
has made, that he is unacquainted 
with much that has gone before. 

We do not argue for the elimination 
of the middleman. We do challenge 
the assertion that the only way in 
which the insuring public can receive 
the best service is by the purchase of 
stock insurance from a local agent, on 
commission. We cannot agree with 
the statement that the insurance 
agent, of all middlemen, renders an 
indisputably important service—some 
agents do, but most do ‘not. 


S we have indicated in the fore- 

going, we have nothing but re- 
spect for Mr. Greeno’s pride in his 
chosen field of activity. He believes 
that when he delivers a stock policy 
he is delivering the best form of cov- 
erage. However, we submit that proof 
of this should be made to the satis- 
faction of the public by facts rather 
than by misrepresenting other types 
of coverage. 

We think there is one thing more 
that ought to be said before we close 
this discussion. That is in connection 
with a statement made by Mr. Greeno 
in his Louisville speech, a statement 
which was emphasized with more 
vigor than any of his other ideas. 
He challenges our statement that “‘one 
hears nothing but praise, not only for 
the promptness of the mutuals but 


for the kind of service rendered, and 
in most cases the settlement is made 
more quickly and without the tend- 
ency to bicker * * *‘as “Simon-pure, 
unadulterated bunk, as the bunk of 
the month, the bunk of the year, the 
bunk of the century.” 

Naturally, there are no official rec- 
ords made of the comparative prompt- 
ness and extent of loss settlements of 
the various types of insurance com- 
panies. Therefore, one must natural- 
ly be guided by what is learned from 
the policyholders and loss claimants. 
We shall quote, therefore, from only 
a few of the letters received by the 
mutual companies from those who 
have suffered loss. Some of the quo- 
tations are from the residents of Mr. 
Greeno’s own state, but no particu- 
lar territory has been selected and the 
quotations are from the policyhold- 
ers (except a letter or two from ad- 
justers) residing in all parts of the 
country. 
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“Thanks for promptness and good serv- 
ice. Oid line insurance companies are some- 
what inclined to discount the value of a 
mutual company. Our reason for not no- 
tifying you immediately of the loss was that 
one of our local agents asked us to turn 
our several policies over to him and he 
would send proof of loss to each company. 
This he did with all but yours.” 

“Thank you for the promptness in send- 
ing check for more than $900 loss covering 
my recent fire. I was insured in four 
companies and your check was the first 
one received.” 

“T was greatly surprised to receive your 
letter as in my many years of experience 
this is the first time I have heard of an 
insurance company of its own accord offer- 
ing to accept liability and pay a bill.” 





“Sincere thanks for prompt settlement 
of our fire loss in Billings, Montana. It 
was hardly anticipated that settlement could 
be completed so soon. We also wish to 
express thanks for the very fine service and 
cooperation of your manager. 

“One of our local insurance men, desir- 
ing to convince us of the undesirability of 
mutual insurance, wrote to Bests of New 
York for a rating on vour companv. He 
turned the report over to us and frankly 
admitted that it was so good that he was 
sorry to have written for it.” 





“Permit us to express our appreciation 
for the prompt and eminently satisfactory 
settlement of the loss, particularly inas- 
much as there existed a technicality under 
which you could have denied liability 
should you have elected to do so.” 





“In hundreds of cases, we know definite- 
ly that the mutual companies’ drafts have 
been in the hands of the assureds weeks and 
even months before the stock company 
drafts came throuch.” 


“Found their cost to be less than the cost 
of the stock companies. Before doing busi- 
ness with the mutual our liability insurance 
had been carried for a number of vears 
with a stock company and unfortunately 
this company has since been placed in re- 
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- ceivership, and we have had to assume the 


liability in a number of cases.” 





“We find that in calling upon our mutual 
policyholders, they are not afraid to meet 
the adjuster face to face on their losses 
and come forward at once with all infor- 
mation we require. These assureds have 
complete confidence in mutual insurance 
and this reverts all along the line.” 


“While we understand the stock com- 
panies are taking sixty days in which to 
settle, your good company made complete 
settlement in less than thirty days.” 





“The quick action made it possible for 
us to go to work immediately, repair the 
damage and continue business. We under- 
stand that one of the other tenants hasn't 
yet received his award, and, therefore, is 
still tied up.” 








“We note that you have allowed the loss 
to the full extent as claimed by us. This 
is particularly pleasing to us if for no other 
reason than we often hear comments that 
the mutual companies are slow in settling 
claims and try to bring the customers 
down to the lowest possible figure. These 
fallacies are disproven entirely by the gen- 
erous, cooperativ e, and prompt attitude you 
have assumed in this case. 








“Check for this claim was received less 
than a week after the proof was filed. We 
feel that we received no less than 100% 
service. The quickness and dispatch with 
which your adjuster was on the job and 
assisted us to prepare our loss-claim, cer- 
tainly is deserving of the highest praise.’ 





“In numerous instances we have arrived 
on a loss in response to an assignment to 
find the assured very much,.surprised at 
our appearance. Generally he has been ad- 
vised by the local agent, or agents, of stock 
companies not to expect the ‘Mutual Ad- 
juster’ for a week or ten days and when 
we appear in a town first, as we have done 
in innumerable cases, it has placed the stock 
company agent in an embarrassing posi- 
tion.” 
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“Where the loss is strictly a mutual 
line with no stock companies involved, the 
assured, under ordinary circumstances, has 
his loss adjusted within a period of three 
(3) days after the loss occurs. 

“Where the stock companies are in- 
volved, due to the enormous amount of 
‘red tape’ in fairness to all parties, I 
would say there was a lapse of ten (10) 
days before the loss is adjusted. 

“As to the payment of losses you find 
that the mutual companies have been very 
prompt, all of them paying within a period 
of seventy-two (72) hours after receipt of 
proof under ordinary circumstances. Some 
of the stock companies still take sixty (60) 
days, depending on the territory, and some 
pay promptly.” 

“The stock companies lowered their rate 
to 96 cents, or less than yours. Having a 
number of friends among the agents of 
stock companies, we again placed our in- 
surance with the stock companies. 

“Last Fall the stock companies raised 
us again to $1.042, although the city limits 
have been changed to take us in the city, 
so we again went back to the mutuals. 

“We are now giving the stock companies 
up for good, although we have been in- 
formed that if we will install about six 
water barrels and twelve pails in impossible 


JoURNAL OF AMERICAN INSURANCE 


locations they will again reduce our rate 
to 91 cents.” 





“I received wonderful cooperation from 
your company during my recent fire. I 
realized of course that this policy did not 
have to be paid before a period of sixty 
days — had expected to wait that length 
of time, but 1 certainly was surprised and 
very much pleased when I| was told that | 
could receive my check the same day | 
signed the proof of loss.” 

“The adjustment was made and check 
received just three weeks from date of 
fire loss. Representatives of competitive 
companies told us we would not receive 
settlement until aftes sixty days had 
elapsed.” 





“The local agency used every means to 
discourage us in making the change to a 
mutual and almost made us believe we had 
no insurance. At the time your check ar- 
rived everybody present commented on the 
promptness of your company.” 


“T recommend your company for they 
sure treated me square. | want to add that 
I had insurance with some old line com- 
panies also, but you were the first to adjust 
and first to pay. 


“IT carried my insurance in part with a 
St. Paul stock company and your mutual 
company. I received your loss draft at 
least 30 days before the St. Paul company 
draft arrived, which enabled me to com- 
mence re-building just that much sooner. 

“The stock companies always maintain 
their insurance is far superior to mutual 
insurance. This would indicate to me that 
if I paid more money for stock insurance 
I should rightfully expect a better settle- 
ment and more prompt adjustment than 
from mutuals but I found such was not 
the case.” 


“We also had part of our insurance in 
a stock company, which refused to consider 
their part of the claim, so that in this deal 
the banner of liberality and square dealing 
goes to the mutual companies.” 


“IT had been told that mutual companies 
did not handle their adjustments promptly 
and I am now telling my friends about 
your unusual service.” 


“We appreciate your action in taking 
care of this claim because we realize that 
technically if she had been brought to suit 
we could have beaten her in court. 

“The writer will be pleased to report to 
the Official Board in regard to the settle- 
ment because there has been some criticism 
of this policy having been. placed with a 
mutual company whereas we were for- 
merly protected in a stock company.” 


“Am happily surprised ‘aeiewsiaih as my 
regard for a mutual insurance company in 
the past has not been of the best. If you 
people adjust all your legitimate claims as 
promptly as this one some of the things 
the stock companies throw at you must 
be amiss.” 


“Tust a brief note of appreciation for 
the cooperation which we have had through 
the past years from your engincering, 
claim and treasury departments. We ap- 
preciate all this assistance the more, since 
it seems to us that we get a far higher 
grade of service than our neighboring 
companies receive from some of your 
competitors.” 
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NE of the interesting facts about 

these expressions of satisfaction 
of the loss settlements of the com- 
panies is the rather frequent reference 
by those who have suffered loss to the 
fact that they had been warned by the 
stock companies not to expect either 
prompt or satisfactory loss settlements 
from the mutuals. It is to be ob- 
served that in many instances where 
both stock and mutual companies 
were on the risk, the mutual check 
was the first to be received. 

There is no bunk about the mu- 
tual’s claim of unexcelled service and 
prompt loss settlements. Mr. Greeno 
regards it so, we dare say, because 
it is his own personal opinion that it 
is impossible to excel stock compan- 
ies in this respect. 

However, there is one state which 
does publish a tabulation showing a 
comparison of the speed with which 
loss payments are made. That is Wis- 
consin, in connection with workmen’s 
compensation, and we quote from the 
New York Journal of Commerce un- 
der date of October 3, 1933, as fol- 
lows: 

“Insurance companies and private em- 
ployers who are self-insurers have broken 
all records in the payment of industrial 
claims, the Wisconsin Industrial Commis- 
sion who supervises industrial claims, re- 
ports. 

“Of all the thirty-four insurance com- 
panies who settled fifty or more claims 
in 1932, the Employers Mutual Insurance 
Company of Wausau holds first rank, 
starting payment fifteen days after date 
of disability commenced * * * * .” 


Reference to annual reports of the 
Commission for previous years dis- 
closes the fact that the mutual com- 
panies operating in Wisconsin have a 
consistently better record for prompt 
payment. 


ee @ 

ND so we bid goodbye to the 

Hassinger incident. We trust that 
our comment has had the effect of 
shedding more “light” on the situa- 
tion, and that the “heat” of the con- 
troversy has been reduced somewhat. 
After all, the business of insurance, 
either stock or mutual, is to serve the 
public. The mutuals, at least, would 
rather promote harmonious condi- 
tions, so that policyholders could have 
the advantage of seeing all the cards 
laid on the table. Concealment of 
purposes, by attracting the assured’s 
attention in some other direction than 
to a straight-ahead view of the essen- 
tial merits of the actual companies in 
competition for any specific risk, is a 
detriment to all concerned. It is the 
policyholder who suffers first from 
such tactics ; but the signs of the times 
point to the eventual and _ possibly 
quick demise of those on the com- 
pany side of the business who persist 
in handling the truth carelessly. 
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latter and they gave help in much the 
same way. 
eee 


ITH the evil to be remedied 

thus laid before us, the pur- 
pose of these constitutional provi- 
sions, in the light of their history, is 
clear. Does the obligation assumed 
by a mutual policyholder, already dis- 
cussed in detail, seem in violation of 
their intent? Let us correlate our 
conclusions. 

If the state or any of its political 
subdivisions is lending its credit to a 
mutual insurance company when it 
takes out a policy, the company could 
borrow on the strength of such credit. 
Obviously this is not the case. The 
obligation of the policyholder which 
is not yet discharged is a contingent 
one which cannot exceed the cash 
premium already paid or a stated 
multiple thereof. How could such an 
obligation support a line of credit ? 

The obligation, moreover, is an 
obligation to the company, not to its 
creditors, and not to its other policy- 
holders. If it represented a payment 
(instead of a refund) it would be on 
the same footing with every other 
payment made to the company. The 
obligation could no more constitute 
a loan of credit by the policyholder 
than would an unpaid account with 
a local merchant constitute a loan of 
credit to the merchant by a customer. 
Here there is no holding out of a 
particular policyholder to strengthen 
company credit. Each is lost in the 
whole vast number of policyholders. 
The credit which the company could 
obtain would be based upon balance 
sheets and statements of tangible 
assets. The contingent liability of all 
the policyholders would be a factor 
of little importance and that of the 
individual policyholder would be too 
small for notice. 

The really important consideration, 
however, is, that in taking a mutual 
policy, the school board or other pub- 
lic body is not rendering any special 
favor to the insurers, is not giving 
something for nothing, but is buying 
a thing of value, a thing that is neces- 
sary to every property owner, and is 
buying it on just the same terms and 
at just the same price as thousands of 
other policyholders of the same com- 
pany. It should be plain therefore, 
even to a layman without legal train 
ing, that mutual insurance does not 
come within the constitutional pro- 
hibition against the loaning of public 
credit, 


JOURNAL OF AMERICAN INSURANCE 


The Legal Authorities. 


N Tables A and B we have listed 

the states whose constitutions 
contain the provisions under discus- 
sion. In Table C will be found a list 
of states whose constitutions prohibit 
the lending of public credit in aid of 
private corporations, or subscription 
to their stock, which have by delib- 
erate legislative enactment declared 
that municipalities can and may take 
insurance in, and become members 
of, mutual insurance companies. It 
is at once apparent that if insurance 
of public property in mutual com- 
panies constitutes a loan of public 
credit to such companies all of these 
statutes are unconstitutional. Yet we 
find not a single case in which any 
court has held one of these statutes 
to be unconstitutional, as authorizing 
a prohibited lending of public credit, 
or unconstitutional on any other 
ground. 

Let us now turn to those cases in 
which mutual insurance on public 
property has been upheld. 

The first decision of a court of 
review directly on this question was 
in New Jersey in 1902. The opinion 





of the court was stated in broad 
language which, considered by itself, 
would seem to apply to policies pro- 
viding for an unlimited assessment 
liability as well as to policies which 
definitely limited the contingent lia- 
bility. The policy before the court, 
however, was one issued on the old 
premium note plan, under which 
assessments could be made against 
the notes as required but could not go 
beyond the amount of the notes. This 
decision we have considered, conse- 
quently, only as authority on the val- 
idity of a policy which sets a definite 
limit to the contingent liability. It 
was so regarded by the Idaho court, 
which was the next to pass upon the 
question, in 1917, and which accepted 
its authority while distinguishing on 
the facts the case before it—a case in- 
volving an unlimited assessment pol- 
icy—and one which under the Idaho 
statute was required to be written 
with an unlimited liability. The two 
opinions were entirely in accord, as 
are the later ones in the upper courts 
of Kentucky (1921), California 
(1924), Texas (Court of Civ. Ap- 
peals, 1926), Oregon (1928), and 

















TABLE C 


Alabama Code 1927, s. 8426 (from L. 1918, p. 678, s. 8). 

Arkansas Crawf. & Moses 1921, s. 6026 (from L. 1919, Act 652, s. 8). 

Arizona R. C. A. 1928, s. 1937 (from L. 1927, c. 100, s. 8). 

California School Code, s. 6.2 (from St. 1917, p. 737, as amended). 

Colorado Comp. L. 1921, s. 2564 (from L. 1921, p. 460, s. 8). 

Florida Comp. G. L. 1927, s. 6280 (from Acts 1915, c. 6850, s. 9). 

Illinois Cahill’s R. S. 1933, c. 73, s. 297 (Mut. Ins. Co. Act of 1915, s. 11) 

Indiana Burns Ann. St. 1926, s. 9101 (Mut. Ins. Co. Act of 1915, s. 11). 

lowa Code 1927, c. 404, s. 8907 (from 37 Gen. Acts, c. 429, s. 3). 

Kentucky Carroll Ky. St. 1930, c. 32, s. 743 (a) 11 (from L. 1916, c. 19, s. 24 (11). 
Indiana Bagby Ann. Code, 1924, Art. 48 (a), s. 115 (from Code of 1912, Act 23, s. 154). 
Michigan Comp. L. 1929, s. 12658 (from P. A. 1929, Oct. 154 Pt. 5, c. 3, s. 5, amending 


P. A. 1881, Act 164, c. 2, s. 7). 


Mississippi Code 1930, s. 5279 (from L. 1918, c. 157, s. 8). 
Missouri R. S. 1929, c. 37, Art. 7, s. 5846 (from L. 1919, p. 397). 
New York Con. L., c. 30, s. 267 (from L. 1910, c. 328). 


North Dakota Civ. Code, c. 18, Act 11 
(from L. 1919, c. 164, s. 8). 


a; 1925 Suppl. to Comp. L. 1913, s. 4881a8 





Ohio (Specific authority by amendment of Sept. 3, 1912, to Constitution Art. VIII, s. 6). 

Oklahoma Harlow Okla. St. 1931, s. 10637 (from L. 1910-11, c. 100, s. 1, amending 
L. 1909, p. 21, Art. 4, s. 1). 

Pennsylvania Purdon Pa. St. Ann. t. 53, s. 1761 (from Act of April 27, 1925, P. L. 
305, No. 169, s. 1). 

South Carolina Civ. Code 1932, s. 8095 (from Mut. Ins. Co. Act of 1915, s. 8). 

South Dakota Comp. L. 1929, s. 9385 H. (from Mut. Ins. Co. Act of 1921); s. 9416 
(from Work. Comp. Act, L. 1917, c. 227, s. 6). 

Tennessee Code 1931, s. 6326 (from Mut. Ins. Co. Act of 1918). 

Texas 14 Vernon’s Ann. St., Art. 4860 (a) 8 (from Mut. Ins. Co. Act of 1929). 

Utah Comp. L. 1917, s. 3256 (from County Ins. Cos. Act of 1909). 

Virginia Code 1930, c. 172A, s. 43261 (from Mut. Co. Act, L. 1920 p. 363 s. 8). 

Wisconsin Wis. St. 1931, s. 201.11 (3) (from L. 1909, c. 460, p. 569). 




















Pennsylvania (1929), and of the 
lower courts of Tennessee (1922), 
Wisconsin (1928), North Dakota 
(1929), Minnesota (1931) and Wyo- 
ming (1933). All of these later 
decisions had to do with limited 
assessment policies, or, in the Oregon 
case, a nonassessable policy, and in 
each the right of the municipality, o1 
the state, to make the contract was 
upheld against the objection that it 
constituted a forbidden loan of public 
credit. eee 
* the first case to be decided on 
this whole question, the right of 
a city to take insurance in an assess- 
ment note mutual company was at- 
tacked on the grounds that (1) 
membership in a private corporation 
and (2) giving of notes without ex- 
press statutory authority were both 
ultra vires the city, (3) that it under- 
took an obligation maturing beyond 
current fiscal year, the membership 
(4) involved a loan of public credit 
and (5) ownership of corporation 
stock directly (in the insuring com- 
pany) and (6) indirectly (in the 
companies in which insuring company 
held stock), (7) that the insurer’s 
charter authorized only natural per- 
sons as members, and (8) that the 
basis and method of assessment were 
so uncertain as to void the contract. 
All were overruled. It was held that 
authorization to “erect and maintain” 
give implied authority to insure and 
to select a mutual insurer; that the 
city could properly and safely assume 
the obligations of membership, that 
there was no loan of credit, but a 
purchase, that the city did not be- 
come a stockholder in insurer or any 
other company, and that the status of 
a member of a mutual company was 
essentially different from that of 
either a stockholder or a partner. 
“The city charter (P. L. 1866, p. 116) 
empowers the city to erect and maintain 
a city hall, school houses, and such other 
buildings as may be necessary in the city. 
As incidental to the power thus granted, 
the city acquired the right to contract for 
indemnity against loss by the burning of 
such buildings; and it almost inevitably 
follows that this right could be exercised 
by insuring upon the mutual plan, for the 
fire insurance companies created by our 
legislature prior to 1866 were generally 
organized on that basis. * * * The scheme 
of mutual insurance in such association 
does not fasten upon the members any lia- 
bility which municipal corporations may 
not with reasonable safety assume, for the 
limit of obligation is always fixed at the 
time the insurance is obtained, and is rarely 
enforced beyond what would be charged 
for insurance on the nonmutual plan. By 
giving its premium notes the city did not 
loan its credit to the company. Its promises 
were made for a consideration of value 
beneficial to itself and, like other assets of 
the company, they were purchased, not 
borrowed; 
2French v. Mayor etc. of Millville (1901), 66 
N. J. D. 392, 49 Atl. 465 (unanimously affirmed 
(1902), 67 N. J. L. 349, 51). 
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The authority of this leading case 
is confirmed by the statements of all 
the text writers who have considered 
the question. 

“As an incident to the power to erect 
and maintain a city hall, school houses, and 
other public buildings, the municipality 
has the right to contract for indemnity for 
loss by fire by insuring those buildings ; 
and, having the power to insure, it may in- 
sure them in a corporation organized on 
the mutual plan under the laws of the 
state in which the city is located. Giving 
premium notes for losses incurred by such 
company on other insurance is neither a 
loan of the credit of the city, nor the own- 
ing of stock or bonds of the company . in 
violation of constitutional provisions.” 

“The fact that a municipality takes out 
insurance on its property by becoming a 
member of a mutual insurance company 
does not make it the owner of stock in a 
private company so as to violate the con- 
stitutional prohibition ; and giving premium 
notes for payment of assessments to meet 
losses incurred by a mutual insurance com- 
pany of which the municipality is a mcm- 
ber does not constitute a loaning of credit 
to the company.” 

“As a municipal corporation is em- 
powered to erect and maintain such public 
buildings, it also has the power, incidental 
thereto, to contract for indemnity against 
loss by the burning of such building. This 
right may be exercised by insuring in a 
mutual, as well as in a stock company.” ° 

“If the charter of a city empowers it to 
exact (erect) and maintain different pub- 
lic buildings, the city acquires, as incidental 
to the power thus granted, the right to con- 
tract for indemnity against loss of such 
building by fire, and such right can be ex- 
ercised by insuring on the mutual plan.” ‘ 


eee 
A® stated ,in the most recent deci- 
sion on the subject, that of the 
Supreme Court of Pennsylvania : 

“Our constitutional provision was de- 
signed to prevent municipal corporations 
from joining as stockholders in hazardous 
business ventures, loaning its credit for 
such purposes, or granting gratuities to 
persons or associations where not in pursuit 
of some governmental purpose. Taking of 
insurance in a mutual company with lim- 
ited liability is not within the inhibition, 
for the district does not become strictly a 
stockholder, nor is it loaning its credit. It 
agrees to pay a fixed sum, and can be 
called upon for the total only in case of 
some unusual catastrophe causing great 
loss. Until this contingency arises it is re- 
quired to advance but a small portion of 
the maximum and is, in fact, loaned credit 
as to a possible future demand by the com- 
pany for the balance which may become 
payable. 

“Tn effect, the consideration given by the 
insured is the cash deposit—a portion of 
which, experience indicated, will be re- 
turned except in case of overwhelming and 
unusual losses—and the promise to pay an 
additional amount in case of necessity, not 
exceeding a fixed limit. The money ad- 
vanced and the covenant to pay more, if 
occasion required, constitutes the real pre- 
mium, * * * 

« * * * The responsibility for an addi- 
tional limited assessment is part of the con- 

8 Dillon on Municipal Corporations (5th Ed.), 
Sec. 976. 

*McQuillan on (2nd 
Ed.), Sec. 2171. 

5(1.) Cooley Briefs on Insurance (2nd Ed.), 


Municipal Corporation 


104. 
®(1.) Joyce on Ins. (2nd Ed.), 708. 
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sideration, and it so appears in the con- 
tract. There is no loaning of credit by 
the school district to the insurance com- 
pany, but rather by the latter to the for- 
mer, since it does not require the immediate 
payment of the amount of contingent lia- 
bility but refrains from asking presently 
more than one- fifth thereof, having under 
no circumstances the right to demand more 


than the maxium, * * * 
“To remedy the evils incident to sub- 
scriptions by municipalities to stock of 


railroads and like enterprises, the constitu- 
tional prohibition against purchase of 
securities and pledges of credit was intro- 
duced first into the Constitution of 1857, 
and repeated in that of 1874. * * * The 
thought was not to prevent the municipal 
corporation from entering into engage- 
ments to carry out a proper governmental 
purpose, though the incurring of indebted- 
ness results (citing). * * * 

“In the present case the school district 
became a member of a mutual company 
but, by its contract, it did not become gen- 
erally an insurer (Given v. Rettew, 162 Pa. 
638, 296, 703); its liability being limited- - 
a factor which distinguishes School Dis- 
trict v. Twin Falls County Mut. Fire Ins. 
Co. 30 Idaho 400, 164 Pac. 1174, an au- 
thority relied on by appellee here.” * 


eee 
The Opinions of Attorneys General. 


N a number of other states in 

which the question has never 
come before the courts, the Attorneys 
General have been asked for ai opin- 
ion upon the right of mutual com- 
panies to insure public property. Let 
us consider the conclusions which 
they have reached. 

The validity of enabling statutes as 
against the constitutional objections 
hereinbefore outlined has been con- 
sidered and affirmed, and the right of 
all political divisions and public cor- 
porations to take insurance in mutual 
companies has been declared in opin- 
ions of the Attorneys General of 
Arkansas (1933), Colorado (1932), 
Illinois (1933), Michigan (1931), 
Mississippi (1930), Missouri (1932), 
New York (1932, reaffirming Op. 
A-G 1912, 1916), Oklahoma (1933), 
Tennessee (1932), Utah (1934) and 
Virginia (1933. 

In Indiana (1922), the Attorney 
General was called upon to construe 
Township, County and District Mu- 
tual Acts and having determined that 
it constituted a statutory authoriza- 
tion to public corporations to insure 
in mutual companies, refused to in- 
quire further as to the constitutional- 
ity of such statute, and affirmed the 
right of public corporations to become 
members of such companies. In a 
later opinion (1923), the Attorney 
General declared that there was no 
legal objection to membership as) any 


and all municipalities in either farm 
mutuals or limited Baers mu- 
tuals, 


The Attorneys General of Arizona 


School Dist. of City of Erie 
347; 147 Atl. 239. 


™Downing v. 
(1929), 297 Pa. 
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(1932), Minnesota (1924), Montana 
(1929), and Washington (1915) have 
also upheld the right of mutual com- 
panies to insure public property. 

The opinions upholding the right 
have relied in considerable part on 
the statement of Judge Cooley, in the 
greatest work on American constitu- 
tional law: 

3y becoming a member of a mutual in- 
surance company a municipality does not 
become the owner of any stock or bonds 
of the company in violation of a constitu- 
tional provision prohibiting any munici- 
pality from owning any stock or bonds 
of any association or corporation; and by 
giving premium notes for the payment of 
assessments to meet losses incurred by such 
an insurance company, the municipality 
does not loan its credit to the company in 
violation of a constitutional provision 
against doing so.” * 

It is established beyond the shadow 
doubt by these court decisions 
and rulings that mutual insurance on 
public property does not come within 
the constitutional prohibition against 
the loan of public credit to a private 
enterprise. It is sometimes argued, 
however, that by taking out mutual 
insurance the state or its political sub 
division becomes a stockholder in the 
company and that such insurance is 


ofa 


therefore forbidden. Let us consider 
this more fully. 
ee @ 


HE various types of corpora- 

tions have, in every case, a mem- 
ber or members. In a_ stock cor 
poration, and obviously in a_ stock 
corporation alone, the members are 
stockholders. In a mutual insurance 
company they are policyholders, who 
are wholly unlike stockholders in that 
they have no capital invested in the 
business and no purpose of profit. 

“There is an essential difference between 
stock and mutual insurance companies. A 
stock insurance company is a corporation 
with a capital stock, organized for the 
profit of its stockholders, who need not 
be policyholders. Its policies are issued 
solely upon the credit of its capital stock 
to persons who may be entirely strangers 
to the corporation, who acquire by reason 
of their policies no right of membership 
and no right to participate in its profits, 
and who subject themselves to no liability 
by reason of its losses. In all these re- 
spects it differs materially from a mutual 
company, which has no stock or stock- 
holders.” 

For years “mutual insurance com 
pany” has been defined as an insur 
ance corporation whose members con- 
sisted not of stockholders but of its 
policyholders. We find, for instance, 
in the oldest American dictionary in 
general use: 

“Mutual—3. Insurance. Designating, or 
pertaining to the method or plan (called 
the mutual plan) of insurance, in which 
the polic yholders constitute the members of 


*(1.) Cooley, Constitutional Limitations, 469, 
note. 

*(32) C. J. 1020 (From 21 Amer. & Eng. 
Encyc, of Law 254.) 
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the insuring company or association, elect- 
ing their own members or directors and 
sharing the profits in such manner as they 
may determine.” 

So, among the text writers on in- 
surance law we can go back to the 
old classics, as well as to the authori- 


tative writers of today, and find the 
same careful designation of the pol- 


icyholders as members (not as stock- 
holders) in mutual companies. 


“The insured in a mutual company be- 
comes by the mere fact of insurance, a 
member of the company.” ” 

“The principle which lies at the founda- 
tion of mutual insurance, and gives it its 
name, its mutuality; in other words, the 
intervention of each person insured in the 
management of the affairs of the company, 
and the participation of each member in 
the profits and losses of the business, in 
proportion to his interest. Each person 
insured becomes a member of the body 
corporate.” * 

So, too, the leading text writers 
of our own day show that there has 
been no change through the years in 
the significance of the terms: 

“A mutual insurance company is one in 
which the members mutually contribute to 
the vie oa of losses and expenses, where 
the benefit to accrue or indemnity is con- 
ditioned in any manner upon persons hold- 


ing similar contract. Such companies 
differ essentially from stock insurance 
companies.” ™ 

That the popular understanding 


accords with these statements appears 
from the much used Hornbook on in- 
surance law: 

“Mutual companies possess ordinarily no 
capital stock and are made up of all the 
policyholders of the corporation, who take 
the place of stockholders in the ordinary 
corporation.” " 

It was found high judicial approval 
in recent years as well. 

“The real difference between the two 
classes of life companies as now conducted 
lies in the legal right of electing directors 
and officers. 

“In the stock company, stockholders have 
that right; in the mutual companies, the 
policyholders, who are the members of the 
corporation.” ” 

“The plaintiff is a mutual company, hav- 
ing no capital stock or stockholders, and 
never carried on any business other than 
that of mutual life insurance. The plain- 
tiff’s policyholders are its members.” ™ 

Specifically, it has long been recog 
nized that one who becomes a policy- 
holder in a mutual insurance company 
does not, and in the very nature of 
things cannot, become a stockholder 
in such company. The argument 
therefore falls to the ground. 

(In our next issue we will discuss with 
the same thoroughness the other cited ob- 
jections to mutual insurance on public 
property.) 

~ Webster’ s New International Dictionary. 


™ Flanders on Fire Ins. (1871), Sec. 2. 
1% May on Ins. (3d., Parsons, igo1). Sec. 548- 


549. 
™ (1.) Joyce on Ins. (2nd Ed. 1917). 
(Hornbook Series, 1904) Sec. 





™ Vance on Ins, 
36. 

%® Penn. Mutual L. Ins. 
252 U. S. $23, $35. 

Mutual Ben. L. Ins. Co. v. Duffy (D. C-N.J. 
1924) 295 Fed. 881, 882. Aff’d (C.C.A.—3d. 
1925), 3 F. (2d) 1020. 


Co. v. Lederer (1930), 





. 
Mutuals Are Covering 
Colorado School Property 

§ oe reading a certain headline in 

a recent issue of the Underwrit- 
ers Report might easily gather the 
impression that mutual insurance 
companies in general were barred 
from writing policies on schools in 
Colorado. 

The opinion of the Attorney Gen- 
eral of Colorado, cited in the article, 
however, applies only to county mu- 
tuals as may be seen by the following 
quotation from its text. 

“In our opinion your district should not 
become a member of such a protective as- 
sociation, as by doing so the district be- 
comes a shareholder in a corporation con- 
trary to the provisions of Section 1 and 2 
of Article 11 of the Colorado Constitution. 
Furthermore, the statute authorizing the 
incorporation of such associations does not 
include school districts, but rather limits 
the membership to persons who are citizens 
of the State of Colorado.” _ 

As to the general writing mutuals 
with limited assessment liability they 
are specifically empowered to write 
school property by the General Mu- 
tual Law in Colorado, This fact is 
referred to in the following excerpt 
from a previous Attorney General’s 
opinion holding that school districts 
may insure property in mutuals. 

“School districts in Colorado have been 
expressly authorized to insure their prop- 
erties in Mutual Companies under the 
provisions of Section 2564, C. L. 1921. Said 
section is clear and explicit and, in our 
opinion, does not so plainly violate Sections 
1 and 2 of Article XI of the Constitution 
of the State of Colorado as to justify us 
in holding the statute to be beyond legisla- 
tive power. The New Jersey Court, under 
a constitutional provision similar to our 
own, said, in part: ; ; 

“T he scheme of mutual insurance in 
such associations does not fasten upon 
the members any liability which munici- 
pal corporations may not, with reason- 
able safety assume, for the limit of 
obligation is always fixed at the time the 
insurance is obtained and is rarely en- 
forced beyond what would be charged 
for insurance on the non-mutual plan. 

3y giving its premium notes, the city did 

not loan its credit to the company, **** 

nor did the so-called “membership” of 
the insured render the city in any sense 
the owner of the stock or bonds which 
belonged to the company, or a holder of 

stock in the company, within the fair im- 

port of the constitutional prohibition.’ ” 

Thus the impression given that 
school boards cannot avail themselves 
of the advantage of mutual insurance 
in Colorado is unfounded, since the 
mutuals are writing large amounts of 
this coverage under the clearest of 
legal authority. 
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MUTUAL INSURANCE EXECUTIVES 


* As Reinsurance Underwriters for mutual companies, 
we follow the same formula which has contributed to the 
success of mutual insurance throughout the United States. 


Careful Selection of Risks 
and 


Careful Attention to Claims 


We will be pleased to consult with you in regard 
to your reinsurance requirements. As Reinsurance Under- 


writing Managers for the SECURITY MUTUAL CAS- 
UALTY COMPANY of Chicago, and THE LUMBER 
MUTUAL FIRE INSURANCE COMPANY of Boston, 


we are in a position to give satisfaction. 


* AN INQUIRY INCURS NO OBLIGATION * 


EXCESS UNDERWRITERS, INC. 
90 John Street New York, N. Y. 
A. SHIRLEY LADD J. P. GIBSON, Jr. 


Manager, Fire Department General Manager 


























